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ABSTRACT ' , • • 

^ This guide is designed to aid high^ school teacher^ of 
business .law in Pennsylvania to structure their courses^* 
Specifically, it is intended to help teachers identify and plac^ 
correct emphasis upon those atreas of b.usiness law i^hich wiii^ mos-^ 
nearly meet the students* needs when^they reach adulthood, to h^^P 
teachei^s'to inculcate in the students the necessity ror acceptable 
sDcial values whe> dealing with others, and to hqlp teachers explore 
alV&tnative teaching strategies useful in the presentation of , ^ 
business law in their classes.' Ifhe guide i^^^^orrganized in nine ^ 
chapters, and also contains a bibliography of business law books, 
periodicals, and| sources. To.pi^cs covered in th^'e^jte aching guide 
include the foll/oVing: pl^ilosophy, goals^ and objectives oi the high 
school businesa/liw course; course content for a semester, year, or 
oini-cpars^e; teaching legal vocabulary; teaching legal f uadamentals; 
teaching law as applied to cbntracts: contrarcts dealing with 
property; laws that govern- business relations of individuals; and 
student and teacher evaluation.^ Throughout the chapters, teaching 
suggestions^are given, and technic^ background knowledge needed by^ 
teachers is provided. (KC) ' ' , i 
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CHAPTER FIVE 

Teaching Legal Fundamentals 

• Where lav/ ends, there tyranny begins. 

-William Pitt 

Before proceeding with instruction in specific areas of business law, 
the teacher should acquaint stud^ts with the system of laws under 
which Americans live The more background possessed by the students 
before they begin to study business-related topics, such as contracts, 
bailments and employer-employe relatil^ns, the more meaningful the 
course. 

This background information can be divided into the following cate- 
gories, historical sources of American jurisprudence, dual judicial system 
(federal and state), court procedures, court personnel and legal services 
rendered by an attorney. Each of the above areas presents specific and 
unique problems for the business law teacher. For instance, the American 
judicial system includes so nnruch interesting information that it becomes 
a matter of selectivity as to which material and how mucfi time should be , 
used to present this material to the students. Students enjoy studying 
about courts and their procedures and are fascinated by^ts built-in 
drama. However, teachers, especially beginning teachers, are cautioned 
against allowin|g the class to "run away" with the prearranged time allot- 
ment by asking for more and more information which may become repe- 
titious and of peppheral importance to the students as adults. 

x' AMERICAfij^UDICIAL SYSTEM ^ ^ 

The American judicial system is composed of several ^subsystems 
which are sl^arate, yet dependent Upon each other. A v^orking knowl- 
edge of this complexity is of vital importance to the student's apprecia- 
tion of business law and its application in the American economy. 

As a general rule, teachers should strive to present the material in con- 
crete, not philosophical, terms. Students should understand that, unlike 
the laws of continental Europe and South and Central America which are 
based solely upon Roman statute law, the Amerjcan legal system is more 
complex because its roots lie in two systems-^commqn law. as it was 
practiced in England since feudal times and Roman statutory law, which 
appeared in England after Ihe Norman conquest. 
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Message Frpm The Secretary of Education 

Historically, business education programs have been coniposed pri- 
marily of courses, such as shorthand and typewriting, which require. ac- 
quTsition of vocational skills To develop studenNprofici^pcy in these 
skills, many business teachers haveVelied upon one major teaching tech- 
nique— drill. Business law, on the other hand, is a sociobusiness course * 
where the major goal is students"understanding of the American legal 
system and its function in our society, 

Errlphasis should be placed upon the students' ability to use informa- 
tion logically. ln%oc!obusiness courses the teacher is a guide, a mentor 
and a referee. In skill courses the teacher's role is that of a coach In so- 
ciobusiness courses there is much teacher-student planning, which teads - 
to a wide variety of teaching technique^. In skill courses the ^instruction ts^ 
usually teacher-directed 

The purposes of this bulletin are to help .teachers identify and place_ 
correct emphasis upon those areas of business law which will most nearly 
meet the' students' n^eds when they reach adulthood, to hefp teachers to 
inculcate m the students the necessity for acceptable social values when 
dealing with others and to help teachers explore alternative teaching 
strategies useful in the presentation of business law in their classes. — - 
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The need for technical assistance in business law has been evident ior 
some time. Inquiries fort|^lp of this nature are being received oontinu- 
oLsly Therefore, this guide is an outgrowth of the needs of teachers 'in 
tne Commonwealth and vVill be subject to change and revision as 
* employer requirements, teaching experiences and textbook materials 
change In keeping with this philosophy. Bulletin 280 is offered for the 
use of lousiness law teachers ' . ^ 

The Department of. Education is indebted to Natalie P Nichols, for- 
nierly ^chairperson. Business Education Department,* Pennridge High 
, School, T^erkasie, PA 18944, vyho researched and wrote the text Also, ap- 
preciatfprt is extended to the business educators in Pennsylvania, whose 
^ names are medicated on page m, who reviewed and offered valuable sug- 
gestions that have been included in this guide. 

Inquiries about this publication should be directed to WiUiam H 
^ S^lden, Jr, supervisor. Vocational Business Education, Department of 
Educatfon, Box 91 1, 333 Market Str^t, H arrisburg, PA 1 71 08 



Policy on Non-dtscrimination ^ « 

The Pennsylvania Department of Education, an equal opportunity em- 
^ * ♦ ployer, will not discriminate in employment, educational programs or ac- 
tivities, based on' race, sex, handicaps of because a person is a disabled 
veteran'or a veteran of the Vietnam Era This pohcy of non-discrimina- 
tion extends to all other legclllV protected classifications Publication of 
this policy m this'documeQt is in accordance with'^state'and federal laws 
mcludihgjitle IX of the Educational Amendments of 1972 and Sections . 
• 503 and 504 of the Rehabilitation Act of 1973 Inquiries should be di- 
rected to Affirmatfve Action Officer, 503/504 Co6rdinator and Title' IX 
Cciocdinator, Pennsylvania Department of Education,, 333 Market St , 
tP O Box911, Harnsburg, PA 17108. ^ 
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CHAPTER ONE 



Business Law in the High School. Program 

in no country is law so general a study . .'. Thts study renders 
men ^cute,, inquisitive,, dextrous,, prompt to attack,, ready in 
defense, full of resources. They augur misgovejnment at a dis- 
tance, and snuff the approa'ch of ty-ranny m every tainted breeze. 

Edmund Burke 

^ \n a presentation titled, "The Crisis in the Nature of the Law/' a former 
United States Attorney General, Edward Hersch Levi, definefdiaw as fol- 
lows: ft * 

Law has some unique arfti special function's It is not primarily a social 
. science describing how some institutions operate It is not primarily a tool 
. for determining how transactions will turn out or for predicting what the 
courts will do These are important services but they are subsidiary to law's 
nnaior commitment ~^o develop concepts and to maintain ^nd operate 
procedgres which will enable a sovereign community to be governed by 
rule for\he common good, the attainment ta human values, and to make 
that rule effective^ ' ^ 

JUSTIFICATION AND RELEVANCY 

The ability of people to get along with one another is the basis of every 
civilization. Law has occupied the minds of men and women since an- 
tiquity Thd'.total^body of law, v^ritten and oral, is so vast that no person 
can understand itsfulHmpact upon society, let alone know its sutstance 
in detail Business law, a+one, has so inany rarnXicatipns and so volumi- 
nous a body of information that many iayvyers use only small se^gmer^ 
of business law as their specialty, for. instance, the practice of corporate 
law. In addition, the general education value of such* a course is price-* 

' less, ^ince law is a part of almost everything we do from birth until death 
In recent ^ears, the interest in business J^s has been increasing The 

^ reasons for this increased interest come from several source^ First, our 
pattern of living has made legal encounters more numerous and litiga- 
tions mor^ frequent. Second, eiTiployers expect employes to comprehend 
business law so the eniploye will perform in^a manner which will project 

' Edwitd Hersch Levi. "The Cnsis m the Mature of ^he Law." National Obser\/er, |anuary 
25. 1975. p 15 
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a positive image of the business Third, the contirjuous coverage by the 
newb media ut questionable conduct of ^ome of those holding responsi- v 
h,le positions m government and ih private enterprise has spurred an in- 
terest m the students to elect business law in high'school 

♦Also, business law. would be a most important coOrse foV* those stu- 
dents whose career objective^is to became either a certified professional 
secretary (CPS) or a certified public accountant (CPA) To become a CPS ^ 
or a CPA necessitates taking and passing an in-depth examination in busi- 
ness law The one examination is decidedly different from the other En- 
rollment m a high school business law course would help prepare a stu- 
dent for this type of exammation In addition to the background that 
might be received in high school, qne would either need to do much 
study ing*'Dn his or her -own or enroll in one or more pbstsecondary busi- 
ness law couTse(s) * - ** 

ADMINISTRATIVE CONSIDERATIONS ^ 

Teachers are circumscribed by administrative*CQnsiderations, such as 
grade placement and class size In addition, consideration needs to be 
given to budgets and cla'ssroom spSce 

Grade Placement and Class Size * \ 

Business law usually is offered as an elective course m grade 12 This is 
indicated on pages 5, 6 and 7 of Part III of the1978 Department of Educa- 
tion ^publication, Regutations, Standards and Chidelines for Vocatidna! 
Education S<udent§ in grades 9, 10 and 11 usually do not have the inter- 
est and retention ajDility and are not mature enough to appreciate their^ 
personal contacts with laws^gpverning their actions However, young 
people seem to matpre much faster with each passing decade One 
turns 16 often has access to, or owns, a car With the possession of a driv- * 
er's license, traffic regulations and automobile insurance laws becortie a. 
reality to be coped with daily Thus, the student is often the one who fniti- 
ates an interest in business law , , ' , . 

Class size is an -important consideration Since business law usually is , 
an elective course, there is often a temptation to enroll a large number of 
students into the course as a means of completing their schedule This^ 
practice should be avoided because it usually "packs" the classes*with 
students of low motivation and mcreasjes the chances of , disciplinary 
problems Also, there should be a Significant amount of group discussion 
and a smaller class encourages this-typeof activity 

Length of Course Offerings. 

Business law, unlike many bus.ine^veducation courses, lends itself 
readily to a variety of time schedules Usually, business law is offered as 
a semester or full-year cpurse in which stufJents meet five days a week 
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for one period each day However, it can be taught a group of mini- 
courses, each vvith definite objectives which appeal to a specific group of 
student interests* This flexibility trhkes business law an ideal offering 
which broadens the scope and the utility of the business education pro- 

Furthermore, if interest among the students warrants and scheduling 
()errnVts, more than one course, varying in content and/or time length, 
may be o.ffered to accommocfate studentS-witiHchedulmg problems and 
^special interests Ej^amples include the college preparatory student wh*o 
can schectule only a business law mim-course,, the stgdent in a vocational 
prograiji other than business education who woulcj like a semester course, 
which includes contracts^ the business ma|or vyho is primarily interested 
m law> terminology and lega^l documents t,hat could be taught in a full- 
ye^r course, and finally, the general student, uncertain of his or her fu- 
ture interests, who is looking for additional* credit toward graduation 
might take either a semester or full-year'course Whatever the afxpro.aQh, 
the schedule obviously has a bearing upon the course content and the^ 
various teaching methodologies available to the teacher 

Type of Student Enrolled • . . 

» To a large extent the intelligence and the motivation'of students in a 
* class will determine the amount of material which can be covered wUhin 
the presef ibed time This i^ not to say ttiat interests capnot be developed , 
Unique approaches to the subject matter often can create'lnterest where, 
rio interest seems evident in the beginning of the course A trujy dedicat- 
ed and knowledgeable teacher can^ and often does, tr^ans^nit his or her ' 
enthusiasm to a clas/of students* who ^seem apathetic and indifferent at« 
the beginningof ihe sernesterr ' * '• • , *• ^ 

Philosophy of the School District ' - • ^ . ? ' , - 

The*basic philosophy oi the school district m'aya'tfect the co^^t^eht of*' 
any course taught, the method of its presentation arW the approach to 
thesubje'gt njatter which thf tea,cher wl^harve to adppt If the^district ex- 
pects t-eachrng to be done withi Wbe c5)nf ine^of the four vy^^alls qi a dass-" 
room wifh little modification of ?iie lecture and the qii^stijon-and-ahswer^ 
method, the teacher will have to use all the ingenuity and expertise at his 
or her corVimand to make-the^course meaningful. If, on the other hand, 
the school system encourages innovative teathing methods, thecteachpr 
^ay use options, such as individual packets, learnj^ng centers ajpd snlfell- 
group instruction to ' enhance *the teachingrlearhing environment^ If 
school poUcy ericourages edOcatioQ^I trip?'and put^ide speakers, they 
should 'be provided. If a* school's policjies hfnit the^number of field trips, 
the course should be'organized so that it will have a minimal disadvftnta- 
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"^geous effect upc^n t^e learners' interest and enthusiasm Perhaps the fie d 
tnpcould come to the class Jby allowing a small group of students to visit 
the field trif^i>ite, takmg pictures, writing a script and reporUl^ the fin(J 
ings • *» . 

Textbooks ^ / 

Iry the selection of a te)^tKo6k, the following factors should be consid- 
ered the type and the ag€; of the students to be taught, the length of the 
dour'se, the a[nx)unt of supplementary material available or^ to* be pur- 
chased and the availability of outside speakers In reviewing and recpm- 
mendmg a textbook, the teacher Should give great weight to its vocabu-^ 
lary, examples, review nsilerial, cases, charts and other visual-aids Most 
textbooks are student cernered m their approach The topical sequence* 
IS probably of least importance, because, depending upon the length ot 
time given to the course,, such material can be taught"in ainiost any se- 
quence * ' ^. , ^ 

. Supplementary Publications % 

Although the textbook is a valuable source of information about var- 
ious areas of the law*for both student and teacher, other sources also 
should be used to develop and* teach the course Particular attenfion 
should be paid to developing a reference library of law books and period- 
icals because the law is extensive in its treatment and its application A 
-partial list of references may be found in t^e bibliography ' . 

Teacher Qualifications 

Although most instructors called upon to teach high school business lavr 
*h^Je had only minimal expk^sure to formal legal training — usually one or at 
the most two courses at the undergraduate Jevel — the- qualify of teaching' 
law on the high SQ^ioollevel has been uniformally excellent ^ ' 

Authorities seem to agree that, business law courses m high sfbools do 
not need highly tramed personnel This probably ccn be /attributed to a 
number of fortunate circumstances. First, school administrators cnay 
elect to offer a business law course because a faculty member is interest- 
ed in the course and wHIing to further develop his or her legal back- 
ground through reading professional magaizines or.asking local legal pl"Q- * 
fessionals for assistance Second, current business Jaw textbooks are ex- 

^ cellent in format and content and make many teaching aids available to 
the teacher Third, a high school teacher generally can keep the aims and 
goal^T^Hne average high school student in perspective to a greater de- 

'^^gree than someone more highly qualified but less Expert m handling high 
school students. « . * ' 

\^ ' Fisk. McKpe, I^SU^s in Teaching Business law". National Business Education Associa 
™ion, Reston, Virginia, Yearbook No 14. 1976. p 189 ' » ^ *| 
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CHAPTER TWO 



Philosophy, Goal^and Objectives 



It may be true thdt /aw cannot ma/ce man /ove me, but it can 
keep him fcOm lynching me, and I think thath pretty important. ^ 



■ Martin LiHher King, jr. 



i to presenting a business law course where the sub)ect matter is soA/ast 
} and the options of emphasis so diversified, serious consideration needs 
i to be giver> to the philosophy, goals and objectives While goals and ob- 
.j jectives should be based upon school policy and^ procedures, every 
■ -teacher's phiTosophV is personal ^ 

rX^'- PHILOSOPHY 

while the mam thrust of business law must necessarily be up'^on the 
law in opjeration and the effect statutes and legal decisions have upon its 
.citizens, social forces make laws what they are today Students should 
. understand that law is a living, evolving entity changing with each gener- 
^ ation as humanity seeks to improve its lot and make life more meaningful 
ior Its citizens. To be knowledgeable enough to' help this change as they 
\ reach^ddulthood, students need to understand the concepts, the specific 
vocabulary and the legal procedures aithey existjjresently 
I The students should be shown tharlaw in an organized society con- 
jrols many aspects of their personal live$. It greets them with a birth cer- 
tificate. It requires them to attend school after' proper immunization It 
follows them when they look for^a job, buy insurance and negotiate a 
loan to purchase a home. It tells them how fast they may drive and where 
they may park. There are laws governing marriage and laws governing die 
vorce. Finally, there are laws directing procedure at death and the dispos- 
al of property after death. , 

L^ws protect and restrict us. Laws sometimes punish us, but more pf- 
ten Iaw4help us. Lavys are not restricted to crimiijals or malfactors Laws 
govern all citizens, most of whom obviously are Jaw abiding. Some laws 
are considered good and spme are coosidered not-so-good, but laws are 
not static. They grow as humanity grows to provide citizens a better way 
of life.. 
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GOALS 

£ach course offered m high school has certain goals toward whi<;h the 
instruction is directed. These goals may be implied and nonverbal;, but 
they do exist Without them no instruction would be-^DOssible, at best it 
would be haphazard Therefore, goals should be^formalized into state- 
ments to be used as guidelines for instructio.^ 

The revised Coals of Quality Education for Pennsylvania (adopted by 
the State Board of Education on March 8, 1979) set down in broad and 
general terms the aims and objectives of public education in the Com- 
monwealth, and they should b^iven consideration by educators in of- 
termg any cours^b These goals stress both Ihe'tognitive and the affective 
domains of education ^ ^ - ' . / 

In a business law.course, thevfollowing iour teacher goals in the cogni- 
tive domain should be given consideration 

* 1 To teach students specificlegal vocabala/y . , 

2 To exp)lam (and 3how by means of field tri0$ or sirfiulations) court- 
room procedures ' / ' 

3 To acquaint students with specific areas of business law — con- 
tracts, bailments, dgency, insurance, laws governing property, etc 

4 To familiarize students with thjf background and the.history of law 
as It evolved through thp English Common Law 

In the teaching of business law the following three goals in the affec- 
tive domain are suggested 

'1 To inculcate m students a sense .of r^sponsibihty. necessary for a 

law-abiding citizenry m a democracy 
2 To cultivate in students a feeling that they are part of a law-evolv- 
mg process and that in the final analysis they, through their elei:t- 
* ed representatives^govern themsejves. " ' ' . " 

3. To create in students an awareness thatjhey should seek the ad- 
"^Ce of an attqrile\| when they ^re involved in legal proceedings 

. OBJECTIVES • 

Specific student objectives should be constructed so that the sOccess 
of instruction is easily measurable by^a variety of testing procedures For 
the teacher to say. "This I am attempting to teach," is a start The next 
step must be "Having taught this,.did my sti^ents learn the specific skill>. 
gain the'useful knowledge or change their attitude in some constructive 
manner?" To this end, specific behavioral obj.ectives set forfh at the be- 
ginning of a semester are most helpful Some teachers give a list of 
courseobjectives to their students prefixing it with, ;'When you have fin- 
ished the course, we hope you will have learned all the items listed on 
this paper." » ^ ' 

Construction of tpehavioral objectives presents a number of problems 
'Since both the cognitive and affective objectives should be given consid- 
eration For years many business teachers concerned themselves almost 
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entirefy with cognitive objectives —teaching skills Affective objectives 
^wepe relegated to a small number of isolated areas, such as teaching em- 
ployer-employe relations 

Busme/s law lends itself favorably to course obj^ectives in the affective 
domain The subject matter in business law Ts not taught iqr quick recall 
or^acquisition of a highly specialized saleable skill. By mcludmg business 
Jaw in the business education program/nrb one is attempting to prepare a 
high school student, for work as a paraprofessional legal assistant The 
primary purpose of business law, is to present to students a broad general 
•knowledge of legal procei>ses under which their daily lives are lived and 
t9 give them the opportunity to react to these, processes 

This-t5-n6t to say that tKe cognitive objectives must beelimin-ated^ 
with any discipline, certain basic facts must be acquired by the student 
as a basis for logical reasoning For instance, students must l^arn the ter 
minology which will enable them to re/ad their la\v textbooks with com- 
prehension To discuss legal cases with logic biased uporl legaUprecedent, 
students must know the basic elements of tofifcs, such as contracts, bail- 
ments, agency and court processes in civil cases'^hey must Pearn to rec- 
ognize the most common legal documents apd understand their useful- 
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When stttdents start to reason abSut justice and the general effective- 
ness of law, they step into the affective domain Tfcierefore. in the con- 
struction of behavioral objectives for a course in business law, equal con- 
sideration shodd be given to cognitive and affective objectives'to en- 
able the student to ©btain the greatest benefit from the course , , 
A partial list of measurable betwavorial obj^^cttves in the cognitive area 
. follows; *" ' 

1 Given ten^ cases of legal disputes, the student wjll accurately clas- 
sify tfie jurisdiction of each case — federal, state, local -with 70 
-percent accuracy within 25 minutes. 
2. Cij^n two law suits — one criminal and one civil —the student will 
llsMour essential differences possible in the disposition of each 
case with 75 percent accuracy within 30 minutes. * 
3 Oiven a series of ten legal problems which might involve young 
people, the student- will decide which legal encounters can -be 
handled on a personal basisTnd which requirte seryices of an at- 
torney with 90 percent accuracy within 25<ninutes 

4. Given a list of ten legal wrongs, the student will classify each 
. wrong as either a crime or a tort with 90 percent accuradV within 
" 25 minutes . ' 

5. Given a list of 20 legal words previously studied/^the student Will 
define these words with 70 percent accuracy within 20 minutes 

' 6, Given an oral list of 25 legal words, the student will correctly ?pell 
these words with 80 percent accuracy witfiin ten minutes 
7. Given a blank promissory note and- information needed to 

. • • • . - / V 
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- cpmplete the note, the student will fill out tfje promissory note 
with iOO percent accur-acy^ithin ten minutes. 
' 8 Given a valid contract, the student will read the contract and 

, identif^all essentials whith makejhis contract valid with icfo per- 
cent accuracy within 25 rhin^utes , ^ 

9 Given a set of five cases, the student will classify each as insolven- 
cy, vojuntary bankruptcy or^lnvpluntary bankruptcy with 80 per- 

' cent accuracy within 15 minutes 

10 Given a sales contract th^t has one essential element missing, the 
student will read the contract and identify the mis^ng element 
with 100 percent accuracy within'five minute^ 

11 Given a case prot)lem about a young fJerson owning a car, the stu- 
dent will identify the minimum autdmobile insurance coverage 
that IS needed in .Pennsylvania with lOO^^ercent accuracy within ^ 
ten minutes, 

1 2 Given a 25-question objective test covering laws and legal terms of 
employment, the student will answer the questions with 80 per- 
cerit ac'curacy witfiin 25 minutes 

Measurable behavioral objectives in affective^areas are more difficult ^ 
to construct because attitudes do not easily lend themselv.es to measure- 
ment TK^^foMovving-difective objectives at^ offered as suggestiorrs to be 
•fjjrther developed by the teacher: 

1 Given a^et of three alternatives in eacM^f the five instances in- 
volving automobile operation, the student will pick the most law- ^ 

■ * . f ul alternative m each ihsJtante with 80 percent accuracy within 1 5 
minutes. An example follows. You are driving a car and come to a 
highway intersection-There are no vehicles in sight in eitiher direc- 
tion The hght IS red Do you (A) step on the gas, (B) slow down to 
see if thjere is a police officer around, (C) stop and wait for a greer? 
light, . . ^ . 

2 GPven a copy o^ ten newspaper clippings, the students wMI read the 
copy and identify the legal problem or problems involved with 70 
percent accuracy within 1 5 minutes (The teacher will do well to 
keep on file a number of interesting newspaper and magazine clip- 
pings t'o be used in this test.) . ' . 

,3 Given ten jtems commonly purchased by a teenager, the student 
will underscore those items which are not covered by minors' 

' (Tbntractual protection with 80 percent accuracy in 15 minute^,^^ 
This list might include iiamburger and Coke, loaf of bre^d, sneak-' ^ 
ers, ski boots, raincoat, pair of gloves, poqnd qf hamburger, ga//on 
of gas, bicycle, ski mask. * 

4. Given a list of five juvenile crimes, the student will classify each 
crime as to its seriousness within five minutes with 80 percent ac- 
curacy. 

§^ Given items such as prolonged insolvency, inadequate insurance 
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coverage, falsification of facts m a contract, evasion of jury duty 
and disinterest in election of officials, the student will correctly 
underscore the consequences of each with 8b percent accuracy 
withm 15 minutes An example. Insolvency over a considerable 
length of time will eventualLy lead to'(underscor^ne)banArupfCy„ 
■ fire s*ale, loss of a lease, more credit from a bank ' y 
In constructing a course of study each teacher should take into c6n.- 
3ideration the students, the schedule, the school,' the business education 
"department s philosophy and the teacher's objectives for the cotirse f)lo, 
teacKer can effectively teach with objectives witW which he or she is not 
comfortable Behavioral 'objectives set limits to the course of study and 
offer a measure of success in reaching these limits This is particularly im 
portant in business law wliene so much material is relevant and where the 
dang^f of digressing from a course of study leaves the student with little 
usable information 
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CHAPTER THREE 

Course Content ^ 

...-for art and science cannoLexist but in nr)inutely organized 
particulars. ^ ' • 

-'William Blake 

^ review of current textbooks used in higKschpol business law courses 
shows a shift of emphasis away from highly technical Aspects of the 
course, such as the study of common carrier, corporation and partner- 
ship law. to those areas of law that apply to tlie individual student a^ a 
future cittzen and a wage earner Today's authors emphasize topics/such 
as contracts, negotiable ir^struments, transfer of property,, the law of 
sales, insurance and employer-employe relations. 

.Radice mad^^a study about the future utility of topics taught in busi- 
ness law courses throughout the countr^ He polled practicing attorneys, ^ 
business law teachers and farmer business law students The respondents ' 
were asked to rank 19 separate busine'ss law areas in the order of impor- 
tance. In each group, contracts were listed first This study stated: 

The statistical analysis revealed that all groups rated contracts as cru- 
cial, ranking it first in importance of all major topic* of business law ^ 
Negotiable instruments were ranked second in importance by teachers and 
students and third by lawyers. Sales ranked third by teachers and students 
and' second- by lawyers: There was diversity of rankings beyond' these - 
topics ^ f ^ 

In sequential courses where one toRic-must be mas^tered before the in- 
troduction of another topic, the emphasis and fhe order of presentation 
leayes th^ teacher with little flexibility but to follow the order given in 
the textbook. This does not hold true for business law Most business law 
topics are self-contained and can bie'presfentedfk) any order the teacher 
deems advisable. VVhile this, gives the teacher a great deal of latitude, it 
also presents,problems. Where does oae start and what are the, logical 
bases for the decision reached? 

The order of presq'ntation depends largely upon a number of pertinent 
Items, none of which can be set arbitrarily by anyone excjBpt the teacher 

' Francis J Radice.^ 'TheMost Important Topics for Business Law Course/' Ba/ance Sheet 
|anuarV/1%9.P 211 ^ " 
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First and '.foremost, how comfortable is the teacher with the over-all sub- 
^'ect. matter of busmess lavv^ A beginning teacher, facing his or her first 
class, would prC)bdblv cla^-well to follow the sequence of the textbook 
With so many adjustments that need to be made during the first year in 
the profession, anything'that simphf les matters is of great help There are 
simple matters of discipline, recordkeeping and methodologies which vie 
for the povice'teach-er's attention and preclude experimentation irf the 
•order of presentation of topical material 

A more experienced teacher probably vvill^ant to experiment with the 
order.m whicn topics are presented by taking into consideration the inter- 
est of the elass and by being careful to inter:>perse the less interesting 
topics among thos^ of high mterest 

SEMESTER COURSE " 

The following sequence is given as an example of the order in which 
ma^nal can be presented by a business law teacher Because business 
law often is taught as a semester course, the sample seqaente^is pre- 
sented for a course of this length. 



UNIT I INTRODUCTION TO BUSINESSLAW twoweeks 

UNIT II lawofc6ntracts five weeks 

UNIT 111 . ^ LAW OF SALES ' twoweeks 

UNIT IV EMPLOYER. EMPLOYE RELATIONS two weeks 

.UNITV PROPERTY twoweeks 

UNIT VI INSURANCE twoweeks 

UNIT VII / BAILMENTS ' one week 

UNIT VIII PRINCIPAL AND AGENT one week 



The preceding outline is based upon an 18-week semester cours^ Tfici, 
material suggested covers 17 weeks, leaving one week for testing and 
other contingencies Working from a schedule which^is too tight is apt to 
create undesirable tensions within a classroom Both the teacher and the 
students should feel that there is sufficient* time t-o explorejdeas and to 
consider peripheral areas of mterest This is particularly important m ^ 
business law where tbe course, content is taught as much for values 
clarification as for content recall * ' * 

— YEAR COURSE 



In a 36-week course (one year) each of the above topics can be en- 
larged with supplem.ent^ry material more field trips, mo;e outside 
speakers and more use of teaching strategies which bring realism and 
relevancy to the students The following adcfitional uoits also mayt)e m- 
cfuded 
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UNIT IX NEGOTIABLE INSTRUMENTS two weeks 

UNIT.X BUSlNESSORCANIZATIONS^ * - threeweeks 

» ^ 

• Business law is a flexible course that can be expanded easily to suit tTie 
enthusiasm and interest of the group HqwQver, with so much supple- 
mentary material at hand, the-^teacher must be careful to allot sufficient 
time to each essential topic and not to' become .engrossed m any one 
topic to tl)e exclusion of other important areas Therefore, an outline 
sirnilar to the^ample given shouj^d be prepared at the beginning of the 
course 

. ' ' - • V 

V MINICOURSE' . . 

f ^ * y 

In a democratic society all citizens should be exposed to some aspects 
of business law while in high school Yet, because of a heavy schedule, 
many^ high school students are precluded from electing a semester 
course m business law Thus, as adults they may go through life virtuaJly. 
unaware of their legal rights and responsibilities Business education can 
offer the many non-business education students some>exposure to busi- 
ness law —if only in capsule form — with minimal expenditure of time and 
the least disruption of s^choo) scheduling 

Unlike the many vocational*offermgs in business education which re-^ 
quire a year or more for mastery, this is not true of business law A mini- 
course irfsome aspects of business law may be conducted for any num- 
ber of week^s— m^)^t schools find it beneficial to schedule njini-courses to^ 
coincide with marking periods Those schools which have four markifig 
periods in a school year usually organise these courses to last nine 
we^ks Schools that have six marking, periods a year usually schedule 
mini-courses to rurf six weeks This is hot,to say that^ all mini-cours^s 
shpOld operate the full marking periqd Two mini-courses in one marking 
period are a possibility 

Mini-courses p/esent a number of considerations whic h mus t be evalu- 
ated carefully by members of the administrative a/id business e'ducation 
staffs before they are offered to the s,tudent body 

FTrst, the-proposed courses should invo|ve an enthusiastic and knowl- 
edgeable teacher interested in the limited'area covered by the proppsed 
mini-course Because a business teacher (aresently is successfully teach- 
ing a course business law does not imply that^he or she is equally en^ 
thusiastic dr knowledgeable about all aspects o^he course Jn a 
semester or a yfear course, these likes and dislikes cancel each other in 
the* total presentation of the material This is impos^bl^.m a mini-course 
which mvQlves only on_e segment of the entire subject matter Teacher 
enthusiasm is crucial to the success, of any course, especially a rnmi- 
course Therefore, many school administrrffors wiseIy,5che^Jule teachers 
to teach mini^co^urSes on a voluntary basis 
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Second, a mmi-GOurse in business law must be^Jiontechnical in cont^t 
and highly' practicat in its approach It nriust have the "now" celevancyTo 
the student The teacV^ should renrie?nber tl^at the stu'dents probably 
have no legal experience and that their contact with laws and courts ar^ ' 
cursory Yet, the fact that they voluntarily wishJto enroll laa mmi-|:ourse 
means that they are interested in that specific segment of the law They 
ask and want only th^t infopmation which clDncerns them dk present or in 
the immediate future All these matters should have a highjpfiorrty ^n^he 
choice of mini-course offerings and in the^^vay the subject niattef js pre- 
sented to the class * " 7 ?i , 
'Third, the organization of material, goals and objectives should be_ 
clearly outlined and adhered to during the course There is little' time for 
experimentation and none for digression once the course has started The 
teacher should consider carefully how each objective should be imple- 
mented, what strategies should be employed, what'^student.-evaluati^i^ 
procedures shouTd be used, what type and how much community partici- 
pation wouW be appropriate or feasible and how teacher perfotmance 
should be evalua-ted 

A number of mini-courses may be developed f rom^elected chapters in 
a business law textbook ^iowever,.the teacher should be aware that the 
authors of the textbook presented the rhatefiaj for a s^n^ester or year 
course Therefore, the material should be altered to fit the>cnnriediate 
goals of tl^mjni-course , , ? - 

Fourth, oecause of time limitations the teacher should prepare wof4< 
sheets, vocabulary lists and charts to be distributed to the students'at ap- 
propriate times Such prepared material is usefuljo the students, who 
should keep them in their notebooks for review and reference - ^ 

Fifth.^ini-courses should carry some credit Students work eve(J^et-* 
ter pn something that interests them if there is some credit givers for their 
work * '* , 

Sixtb,,since a student elects a mini-course voluntarily, the couri.e often 
will draw students from several disciplines and ^rade levels Therefore, 
minimum^guidelines or prerequisites for participation should be estab- 
lished For instance, the course might be limited to the.two upper classes 
m high school 

V Seventh, the course title should^appeal to the students, not only arous- 
ihg the students' curiosity but indicating the relevarrce of th^ material to 
be^tjjdied The following course titles are suggested 

Buying Your Own Home 
Life Insurance and What You ar^ Buying 
'\aw Courts and Your Rights ^ 
Why You Should Make a Will ^ ' ^ 

Leasing an Apartment 

Your Rights as an Employe " • 
— ^ Baying on Credit . - 
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^±aws Dealing with Of>eration and Owning a Car 
" ^^qual Rights fo^ Women 
Minority Croups ^ind thelaw 

Mini-course offerings should Bye adopted slowly, starting with one x)t ' 
two a year After careful evaluat\on by the business education depart- 

,ment, two or three Frtore courses Vnay be added The program should 
"feel Its way" and problems'should be "ironed out" as tti^y develop The 

latest education trends streSs the need to diversify high school programs 
and to give students alternatives in their choice of subject matter Mini- 
courses m business law are a step m that direc^on 
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CHAPTER FOUR " 

* I • 

Teadhing Legal Vocabulary 

Without knowing the force of words, it is impossible to kno^ 
men. 

■f * . . * 

' * . ' —Confucius 

. Most^eve/y discipline has >its own vocabulary— medicine, accounting, 
engineering, the ar^s and the sgences This is not necessarily so with legal^ 
terminology as ^very adult is o^rtstantly confronted with le^al tejmsm 
his or her capacity as a citizen, an employe and a co/isumer Authiors of 
business law textbooks. recogfitre the imp^ortanoe'of legal vocabulary by 
mcliiding chaptei;\vord lists or providing comprehensive legal glossaries 
for sfudent use "^However, students generally find vocabufary, study 
rr^oaotonous and, without proper guidance'and direction from the teach- 
er, tend to skip assignments dealing with legal terms.^ 

SETTING LIMITS OF VOCABULARY GOMRETENCl 

Teachers should teach legal vocabulapy on two levels word recogni- 
tion ar^d wpr^ competence. The farmer implies that the student recog- 
nizes legal words when they appear in any reading they might do Word 

^competence means v that the students have full e'ommand of the 
word — Its pronunciation, its meaning and*^its spelling tiow long and 

'Comprehensive such a competency list should be depends, upon the stu- 
dents' abilities and interests, *the length of the course and the teacher's 

. experience and j^idgment. The list of legal terms in Figured Ss an example 

of ayninimum competency'list to be learned tf\e end of a full-year 

course in business law.- 
* • 

TEACHING SUGGESTIONS 

The teacher should impres^wpon students that a working knowledge 
/of leeal terms Will do more than help'them pass the course Motivation to 
r^^irn legal vocabulaVy is materially incre||j^d if the teacher uses h vari- 
ety of examples to show that a knowlecjge of legal ternns will benefit stu- 
dents in four ways, on.e, ^s citizens, to better understand election laws 
and court decisions, two, as consumers, to better understand laws deal- 
ing with sales contracts and warranties, three, as future business owners 



MINI/VHJMtOMPETENCY LIST 



admin^trator 
adoptf&n 
. adult 

\ ^ agent 
\ allhiony 
'"anr^uity* ' 
appeal 
arbitra^n 
assault ^ 
bailment ^ ' 
bankruptcy 
bribery 
, chattels, 

dtation* , 
^ comTpon law 
contract 
conviction 
covenant^ 
.creditor 
crjme 
damages 
debtor 
deed 

,v defendant 
domicile 



easement 
enci/mbAnce 
equity 
escrow 

evict * 
f^ny ^ 
foreclosure 
forgery 
fraud 
grantor 
guard fan 
heir 

homicide 

indictment 

injunction 

instrument / 

larceny 

lawsuit 

hbel. > 

license 

hen 

mandatory j 
misdemeanor 
mortgage' 
pawn 

Figure 1 



plaintiff 
pledge 
power of attorney 
principal 
probate 
proceeding 
process' 
prosecution 
proxy 

realty *^ ' 
representation 
search warrant 
slander 
subpoen^ 
summons*^ 
. surrender 
title 
tort 

trespass ' . ' * 

trust 

verdict 

void * ► " 
waiver^ 
warrsnty • ■• 

win'" , 
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or fti^nagers. to better understand laws dealfhg with partnerships, cor-, 
porations. mergers, negotiable instruments and contracts, ^nd four, as 
employes, to make wise. decisions m matters of union contracts and to 
* understand their r^hts under So"c1al Security and^^eM^men's Compensa- 
tion . ^ . "t. 

To impress students with the validity'^ thej foregoing statements, 
teachers have used the fbl lowing exercise with cohsiderable.success 

The teacher asks each-student to bringjto class'a daity or weekly news- 
paper The following day* the teacher divides the class into groups of 
three or four students Each group reads the headlines of their news-^ 
papers ar}d understore.s each sentence, phrase or headline which m the. 
<;^pmion of the group LOntams, le^jal terminology Underscored terms are 
cufout^of the newspaper ancl mounted on colored paper^Tha three or 
four groups t4iat have commendable displays have their work posted pn 
the bulletin board. ^ > * . i 

Any , daily or%veekIy paper might include such headlines as jury Se- 
questered. Sues for Corilfact Breacfi.Transfer of Title Recorded. Acts as 
Guardian. Tort Case Dismissed. Minors Paroled. Jailed forj^e/jury. Starts 
"'CivifS'^it. Seeks Injunction and Case Dismissed » 

The above exercise impressed students with how extensive legal 
vocabulary in adult situations and stresses the practicality of knowing 
legal t^rnjs even when reaiding a»-newspaper Howjever. it does not tell 
students that learning legal terminology is easy and free from boredom, 
', Therefore, students should be advised at the beginning of the course that 
' learning a new'vocabulary will.be necessary 

Teachers r^ly heavily upon n\ethods. such a$ spelling tests, meaning 
tests and sentence-assignmen^ts This material should be kept in note-, 
books for review. Also, some feachers distribute a^vocabulary list at the 
beginning of the term fo/ inclusion in each student's not^ook As each 

- word IS mastered, it shouM be crossed off the list with a notatnon stating 
vyhere and how it was first encountered Students a;e encouraged to keep 

. a supplemental lis^ of legal words which they encounter on their own. ad ^ 
ditional credit usually is given ifor this supplementaljist » 
Debates^ oral reports and question arfd-answer sessions are Msefiil in 
' helping students overcome self-consciousr>ess in the use oflegal terms 
To relieve the monptony of vocabulary Ji^ts and periodic spelling and 
meaning tests, teachers have used the foUowmg strategies with varying t 

- degrees of success* 

1 Conduct an old-fashioned spelling-bee us^ing legal terms 

'2 Post new word^ on an appropriately decorated bulletin board A - 

student committee can handle this matter 
3 AssigJTeach student to write a sentence which must. incorporate 
several. legal terms and have a definite meaning. On tbe^buHetin 
board post the sentence judged'mo^^ interesting by the glass' For 
example The fury waSwSequesferec/ by order of the /uc/ge. . , ^ 

<^ »^ ' 2G 19. 




4 Ask students to compose jingles using one or more legal, terrps. * 
Some student^ are eytremely adept at this, oth^s are not but en- 
^joy reading their cla/smates' endeavors. 

Whichever method t^nstructor uses-direct approach, motivational 
approach or gaming approach— the vocabulary should be mastered and , 
the student should be capable of using the minimum number of legaJ 
terms comfortably, Understanding their meaning easily and spelling the 
terms correctly ^ • 

An entire unit devoted to vocabulary can prove unproductive from the 
standpoint of motivation, interest and discipline However, ajeview unit 
toward the end of the semester can be profitable ^Students can be asked 
to bring in their notebooks complete with their word lists, jingles, Sen- 
tences, corrected tests, etc Outstanding nptebooks could be placecTon a 
display tablefor all to see.. . ' . 

With constant emphasis on the importance of Jeaf^ing legal terminolo- 
gy, by use of games and other motivational strategiefand byxonstant^ re- 
view of legal words previously learned, students learn numerous legal 
terms 
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CHAPTER FIVE 

Teaching Legal Fundamentals 

• Where law ends, there tyranny begins. 

-William Pitt 

' • * 

Before proceeding with instruction in specific areas of business law, 
the teacher should acquaint stud^ts with the system of laws ^under 
which Americans live The more background possessed by the students 
before they begin to study business-related topics, such as contracts, 
bailments and employer-employe relatP^ns, the more meaningful the 
course 

This background information can be divided into the following cate- 
gories. historical sources of American jlirisprudence, dual judicial system 
(federal and state), court procedures, court personnel and legal services 
rendered by an attorney. Each of the above areas presents specific and 
unique problems for the business law teacher. For instance, the American 
judicial system includes so nnruch interesting information that it becomes 
a matter of selectivity as to which material and how mucfi time should be 
used to present this material to the students. Students enjoy studying 
about .courts and their procedures and are fascinated by^ts built-in 
drama. However, teachers, especially beginnmg teachers, are cautioned 
against allowinjg the class to "run away" with the prearranged time allot- 
ment by asking for more and more information which may become repe- 
titious and of peppheral importance to the students as adults. 

\' AMERICAf^UDICIAL SYSTEM 

The American )udicial system is composed of several 'subsystems 
which are s^arate, yet dependent lipon each other. A working knowl- 
edge of this complexity is of vital importance to the student's apprecia- 
tion of business law and its application in the American economy. 

As a general rule, teachers should strive to present the material in con- 
crete, not philosophical, terms. Students should understand that, unlike 
the. laws of continental Europe and South and Central America which are 
based solely upon Roman statute law, the Amerjcan legal system is more 
complex* because its roots lie in two systems -^common law as it was 
practiced in England since feudal times and Roman statutory law, which 
appeared in England after Ihe Norman conquest. 
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To further complicate matters, legal jurisprudence in America is df- 
vided between federal and state governments, each separate but depen- 
dent upon the other Figure 2 might be drawn on a chalkboard to clarify 
th\pfnaterial for the sturients 

Some information about legal jurisdictions may be familiaj to the stu- 
dents, though usually vague and imprecise A teacher might wish* to give 
a short pretest of no more than ten questions For example What is an ad- 
^ ministrative law? What courts deal with breach of the peace? In.what la^y 
court are patents contested^J^'hat is the last court of appeal in Pennsyl- 
. vani^? What is a court of equity? What court handles cfiminal cases? 
Under what jurisdiction are bankruptcy proceedings conducted? 

Such pretests usually are motivational, not diagnpstic, especially in 
business law, where the subject matter is relatively new to the students. 
As a motivational tool, a pretest arouses curiosity and a desire to acquire 
new knowledge 

%As with all basie knowledge upon which further learning is built^mate- 
^jj^jprealmg with court jurisdictions should be presented as precisely and 
expeditiously as possible. Case study, class discussion, outside speakers 
and research papers (for exceptional students) should wa*t upon mastery 
of &&SIC facts 

Teachers, find that a'duplicated outline similar to that in Figure 3 saves 
time and' speeds learning becausp it gives studerUs concise, , detailed 
materialrelative to the An|?rican judicial system Most teachers prefer to 
enlarge upon each pomt in the outline when they present the material 

Constitutional Law 

By the time they reach their junior year in high school, students have 
been exposed to the United States Constitutioirand the safeguards it pro- 
vides citizens. Nevertheless, the teacher shoTOr impress upon^the stu- 
dents that no common law, statutory law, administrative^law or local 
ordinance may be contrary to the intent or the meaning of the United 
States Constitution Students should bectome aware that each state's con- 
stitution— and each state has orie — may not contain any laws contrary in 
spirit or in fact to the United States Constitution 

Common Law 

Many American laws come from the English cpmifion law, which is a 
. .set 6i legal precedents based upon custom and st^pdards prevailing at 
the timethe cases were tried Historically, during the Middle Ages, feudal 
English barons dispensed justice as they saw fit, usually basing their deci- 
sions upon prevailing customs In time, the barons delegated this chore 
to appoirfted judges, who often wrote down their decisions to help them 
try similar cases and to achieve a degree of uniformity These decisions 
* were compiled, indexed and used extensively throughout England and Its 
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AMEI^ICAN LEGAL SYSTEM 



.ROMAN 
STATUTE LAW , 




ENGLISH 
* 'COMMON LAW 



AMERICAN LEGAL SYSTEM 



FEDERAL 
jURISDICTION 



STATE ANDMITNICIPAL 
jURISDICTION 



Figure 2 



AMERICAN JUDICIAL SYSTEM ^ 

Types of Laws ^ 

1 Constitutional Law'— Law of the Land — 

2. Common Law — Law of trial'courts brought from England 

, 3, Statutory Law— Written law enacted by governing bodies, ' 

4, Administrative Law— Rufes and .regulations of, various government 
agencies having force of law- 

■1 

- 5. 4nternational Law^ Agreements between sovereign nations 

Laws Relating to Individual'^nd Society 

1. Private Laws 

4 

a. Torts 

b. Property laws 

c. Laws dealing with contracts 

d. Laws dealing with libel and slander i 

e. ^B^usineSs laws 
2. Public Laws 

a. Felonies ' ' 

> 

b. Misdemeanors 

c. Summary Offenses 





Figure 3 
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cotomes. This complicated system continues to function extensiveJy in 
American trral courts 



Statutory Law 

Statutory. law -^federal . acts, state statutes and local ordinances — are 
written codes passed by elected officials and published for all to read 
Students usually have no difficulty understaxiding the concept of statu- 
tory law. 

AdministHitive Law 

Ad^nistrative law is the least understood and the most complicated 
of ail legal jurisdictions Yet more than any otKer branch of law, adminis- 
trative lawaffects most directly American business and industry 

Autonomous and semiautonomous agencies of both state and national 
governments (Liquor Control Board, Federal Tradp Commission, etc) 
have set rules and regulations which have-the force of statutory law For 
instance, several years ago Congress passed the Warranty Act of 1975 
"The act requires that any manufacturer offering a 'full' warranty must 
agre.e to correct or replace a defective product free within a 'reasonable' 
time . The FTC was authorized to fill in many details of the vaguely 
worded law with specific regulations " ^ 

' These regulations fall into three categories: 

1. Prohibitive regulations — no one can practice medicine without 
first getting authorization from the licensing board 

2. Permissive regulations — one may drive a car 40 to 55 mph on, a 
» turnpike. 

3 Mandatory regulations — one's income tax return must be filed by 
./ ApriMS. 

lnte,rnational Law 

Most students know about attempts to regulate relations between sc3>v- 
ereign nations, via the League of Nations, the World Court and, currently, 
the United Nations. All these organisations operate und6r charters joint- 
ly written and passed by participating nations at international c1bnfe^ 
ences^Ther^e are international faws which attempt to regulatb the fate of 
prisoners of war, to outlaw the use of poisonous g^s, to conserve seals, 
whales and other endangered species and to regulate flights over foreign 
territories Students should Understand that since each nation is a sov- 
ereign state, many international laws are violated constantly and true in- 
ternational law enforcement is only a goal. 
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Laws Relating to the individual and the Society 

Because most laws deal with people in tffeir relatibn to each other or 
to society as a whole, law is generally divided into private law and public* 
law. 

Private Laws. Private laws, deal ing with people in their relation to each 
other, are divided into five main categories: 

1 Laws governing torts or private wrongs — trespass,^nuisance, negli- 
gence, assault, convefsion, etc - * * 

2 Laws governing property — sale and lease of property, wills, prop- 
erty taxes, liability, insurance, etc 

3 Laws dealing with validity of contracts 

4 Laws of libel and slander 

5 Laws that apply to business — employer-employe relations, 
mergers, partnerships, corp'brations, etc. 

Public Laws. In its attempt to preserve peace and "promote domestic 
tranquility" as prescribed by the United States COYistitution and the con- 
stitutions of the several states, .society has.created a group of statutes de- 
signe^d to control the conduct of its citizens by prohibiting and assigning 
puAJshment to certain actions This is called public law, even though the 
offense may be against a specific individual Public laws may be cate- 
gorized as felonies, misdemeanors and summary offenses. 

1. Felonies include major offenses^ such as arson, bribery, burglary, 
conspiracy tb c omm1t felony, embezzlement, forgery, fraud, grand 
larceny, possession and sale of hard drugs, kidnapping, murder, 
robbery, perjury, r^raint of trade (monopoly) and treason All of 
these are punishame by ifnprisonment, heavy fine or both. In all 
felony cases, the accused is entitled to a trial by jury as a constitu- 
tional right. 

• 2. Misdemeanors are less serious crimes, such as assault and battery, 
major retail theft (TV set for example), drunken driving, minor hit- 
and-run accidents, driving without a license, violation of highway 
speed laws and resisting arrest All of ^hese offenses are usually 
punishable by fine, or confinement in a city or cownty jail or both 
3. Summary offenses include minor infractions, such as keeping a 
** / barking dog, burning trash, littering, failure to clean snow from a 
sidewalk and overtime parking The punishment for^ summary of^ 
tenses is usually afine. 
Most business law textbooks, because of space limitation, treat all as- 
pects of public law in a cursory manner to allow as much time and space 
as possible to the m?iin subject matter — private law. The present trend in 
education makes inclusion of public law an important part of the course. 
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STRUCTURtOF THE AMERICAN JUDICIALSYSTEM ' , 

Tlje American coUrt system, like American law/is complicated be- 
cause It encompasses federal and state jurisdictions Business law text- 
books coverthis area only in general terms 

There are a number of strategies which a teacher can employ *to help 
students understand the structure and the jurisdiction of the American 
court system Interested students can be asked to* report in class on the 
compositioa scope and jurisdiction of a selected court For instance, a 
student may' report on a recent Supreme Court decision and explain why 
the Court decided to hear^his particular case Students with artistic abil- 
ity can be asked to make bulletin board disp3lays showing the structure of 
federal or Commonwealth of Pennsylvania courts 

An outline similar to the following should be distributed to students, 
who can refer to it when studying cases that involve various jurisdictions 



Federal Cour 

ArtitlV III in the United States Constitution provides that "the judicial 
power of the United States shall be vested in one Supreme Court and 
such inferior courts as theCofigress shall from time to time o;dain,and es- 
tablish" . ' 

United States Supreme Court /The United States Supreme Court con- 
sists eight justices and one chief justice — all appointed by the Presi- 
dent .and confirmed by the Senate of the United States The Suprerrie 
Court IS the highest court of the land There are no appeals from the ver- 
dict of the Supreme Court 

United States Courts of Appeal. The Courts of Appeal review all cases 
referred to therri by United States^istrict Courts and are usually the last 
appeal, since the United States Supreme Court itself usually decides 
which cases it will review There are 11 United States Courts of Appeal,^ 
one for each judicial dis*tyct or circuit For example, the Third Circuit in- 
cludes Pennsylvania, New jersey, Delawcire and the Virgin Islands, and it 
IS located m Philadelphia 

United States District Courts. AlLjcases m which the United' States has 
jurisdiction originate in one of the 93 United States District Courts These 
jurisdictions fall into the following categories ♦ 

^ 1 ^ses in law and equityvunder the Constitution of the United 
urates, \s 

2 cases dealing with treaties, ambassadors and^ministers, 

3 cases dealing with inland lakes, navigable rivers and seas, 

4 cases of dispute betw«,en two or more states and 

5 cases between a citizen and a state 

The federal district courts are being used more by private citizens than 
ever before in history The three federal district courts of Pennsyl- 
vania—The Federal Eastern District Court of Pennsylvania, The Federal 
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Mtddje District Court oPPeftinsylvania and The Federal Westprn-Distrrct 
Court of PennsYlvania.— are among the-busie^t in the na'tion. CSnstitu- 
tional questions, forced busing, civil rights, affitmative action, privatfe 
suits against companies dealing in interstate commerce, private contrac- 
tual and tort smts exceeding a specified amount of money and..snits in- ^ 
volving citizens of different states and countries are bilt a few examples 
overloading the courts' dockets 

Other Courts. As business became increasingly coryiplex. Congress es- 
tablished several courts which are empowered to handle tase^f a spe- 
cial nature - 

1 Court of Customs handles all cases arising from payment of duties 

and customs on imported goods. " ' 
2. Court of Customs arid Paterit Appeals handles appeals ffom the 
Court of Customs and disputes arising in the Patent Office 

3 Court of C/a/ms handles all claims of individuals against the LJnited 
States government. 

4 Tax Court of the United States has jurisdiction ov^r cases involving 
' federal taxes 

5 The Vr)ited' States Court of Military ARPeals is the final appeals 
court in all cases of court martial. 

The teacher could ask students to bring to class clippings from current ► 
magazine and newspaper articles describing recent federal court.rulings 
Many rulings will be Supreme Court decisions, but there are suits pending 
m lower courts as mentioned previously Such clippings make interesting ^ 
reporting and can be used for a bulletin board display 

4 

Courts of the Commonwealth of Pennsylvania 

The Pennsylvania court system approximates the federal judicial sys- 
tem. P^xwwyWania has a Supreme Court, a Superior Court, a Common- 
vv^<rtfn Court and 59 district courts. There is also one municipal court in 
/f4iiladelphia. All Pennsylvania courts are funded by the State treasury, 
and all judges are elected or appointed by the governor to fill a vacancy 

The Supremeflourt of Pennsylvania. This, the highest c6urt of the Com- 
monwealth, IS responsible for administering the entire court system of 
Pennsylvania. It consists of seven judges, each elected for ten years This 
court hears appeals from the lower courts and intermediate appellate 
courts and has limited original jurisdiction. The Supreme Court of Penn- 
sylvania also passes on all statutes and ordinances affecting the State ' 
Constitution. It is a circuit court that rotates its sessions among Philadel- 
phia, Harrisburg and Pittsburgh. 

The Superior Court of Pennsylvania. The Superior Court, directly under' 
the Pennsylvania Supreme Court, hears most criminal appeals and many 
Civil appeals from the lower couHS. Because Pennsylvania now has a uni- 
fied court systenrk it also receives cases assigned by the Supreme Court. 
There are 15 Superior Court judges who are elected for terms of ten 



ERLC 



34 27 



— " k. * t ' 

V . ' ' ^ ♦ . . 

• t 

years, with an option of re-eleciion on a retention basis, as is the case of 
all judges of court* of record in Pennsylvania The majority of appeals 
end withthe Superior Court, which is also a circuit court that convenes in 
Philadelphia, Harrisburg and Pittsburgh. 

The Commonwealth Court of Pennsylvania, The Commonwealth Court, ^ 
the newest court, is an intermediate appellate court, with original and ap^ 
pellate jurisdi^ction. Tife originraijurisdiction extends to civil actions by 
and against the Commonwealth, or. aa»officer tne'reof It has appellate 
lurisdiction m appeals from courts of Commor^Pleas in eminent domain, ^ 
Tn tWe TdcaFadmi'niStrative field and from administrative agenfies^f the 
Commonwealth This third appellate court greatly relieves the increas- 
ingly heavy burdens of the^upreme and Superiof courts Commonwealth 
Court wassinitiated in 1970foMowing the 1967-68 Constitutional Conven- 
tion. Unofficially, however, this court has been in practice since early m 
the Nineteenth Century, the stat^ assigning cases?M3 lower court judges in 
Dauphin tounty. Its cases, too,iare heard in Philadelphia, Har/lsburg and 
Pittsburgh. ; ^ ' * ' « — 

District Courts of Pennsylvania, By Legislative action in 1951, apd 
according to population, the state was divided into 59 )udicia[districts 
Although there are 67 counties, eight of the less populated counties were 
merged with other counties to form larger district^ For example. Judicial 
District number 26 includes M©ntouroand Columbia counties Each t^s- 
trict court in reality is several courts, based on the nature df the case to 
be heard: They include the following: • ' - 

t. Courf of Common Pleas hears civil disputes between citizens of the 

Commonwealth ^ 
2- Court of Equity make.s decisions solely upon the merits of the case 

, before it. Examples of equity case^ are injunctions, partition of 

property, specific performance, foreclosures, divorce, rescission 

of contracts and reformation of contracts. 

3. Criminal Court tries cas^s daaling with criminal code v^alatignj 

4. Orphans Court (also called Probate Court) handles^wiff an^ estate 
matters,.and has general jurisdiction over minors, i _ 

5. ''Special Courts, such as those indicated below, handle cases of fre- 
quent recurrence. These courts perforgi a/i important ju_cficial 
function in that they reduce court loads as well as bring^pertise^ 
to specific cases. • ^- ^ 

a. Tra///c Courts handle traf^and pafking violations, 
b Juvenile CoiSrts decide matters wherein a minor is a party to a 
criminal code violation. * < - 

c. Domest/<; Courts ^also1<nown as family Courts) provide assis- 
tance In family disputes, award custody of children, grant-vtstta- ^ 
tion rights, give support orders and hear' other matters properly 
brought before them'. 

6. Magistrate Qourt (also kn(^n as District J ustice:of-t he-Peace 
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Court) handles disputescover matters involving small amounts of 
money ancj "Nummary criminal cases. There are approximately 600 
of these minor courts in Pennsylvania. Each judicial district is dt- 
V^ided mto magisterial districts under th^ supervision of the district 
court. / 

Suggested Teaching Methods t 

Business liw teachers should acquaint students with the courf system 
that will affect them most directly as adult citizens A number of interest- 
ing teaching strategies can be used to make this learning meaningful and 
lasting For instance, students can be asked to report to class onjhe 
various aspects of each state court To obtain information, students may 
consult a. practicing attorney or a court officer Care must be exercised 
that students do not overstep bounds of proprietV and annoy busy 
people'with endless .interviews. jKis often happens to young, inexpe- 
rienced teachers who in their enthusiasm do not r-ealize that ten students 
asking to'mt^rview a singid indlvtduat can cause resentment The teacher 

"should knowwhocri the student 15 going to intervie.w and what questions 
are going to be asked If the student is taping the interview, permission 
must be Risked at the time of the initial request for the IrUerview ^ 

. An exceptionally interested •student 'mi^ht be^asked to studV'and ex- 
plain the maxims used m equity courts A review* of a current equity case 
in the local news media may rev^some insights of this in>portant civil 
court - 

Students might be aske© to procure the current docket of a local 
Common Pleas Court Local papers publish Jnformatiop. about court 
trials that can^be used in class. (Qver the years, a business law teacher 
^shodld collect atid keep on file nJmerous cases of local interest Even 
•thou^ not current, these caseS' usjjally contain names of local residents 
known to the students.) '* 

A vi^to the classroom by an attdTney. a magistrate or a court clerk is 
one of toe many possibilities of making courts and cjQurt jufrlsdictions 
jCpmeahve\fortne students. ' ^ 

: COURT PROCEdyjIiES • 

Young people are keenlyTh<erested in court proceedings because they 
inherently enjoy-action. and e\^n the Oullest cases contain an element of 
drama. The teacher does not need te cteate r^otivatibn in this area; how- 
ever, student interest needs to^be channeled in the right direction— away 
from certain unrealistic TV presentations of court trials Student interest 
can beiurther stimulated by a;rangihg a field trip to^ local courthouse 
tp^observe an actual trial. • ' 

ThQ Pennsylvania Bar Association, through its county affiliates, wel- 
comel student groups and arranges prograrps for them. These visits usu- 
ally include a tour o\ the courthouse, a shbrt talkty a judge or other of- 
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ficer of the court and a visit to a courtroom to witness a trial Sonrie 
county bar" associations have deviated from the procedure and set jjp 
mock' trials m which students act as participants as well as members of 
the audience ' 

To be of the 'greatest benefit, a frip to the courthouse should be made 
only after the students have become familiar with all aspects of courts 
and trial activities Prior to a_ visit to a courthouse, the teacher and the 
students should develop a guide sheet to be used by the students A 
guide might include tfie following questions Is this a civiF or crinhinal 
case? Who is the plaintiff in a civil case? What is the name of the district ^ 
attorney in a criminal case? Was there a jury? If not, why not? Was this an 
equity case? How was the jury chosen? How many challenges were there? 
How did the attorneys get at the facts of the case? Did the judge inter- 
ver>e m the questioning? How did you feel about the plaintiff and the de- 
fendant? Should your 3entiments interfere with your verdict if you were 
called to jury duty? What did the judge say when charging the j^ry? Do 
you think the law is fair? If you stayed long enough to hear the verdict, 
what was the verdict and do you agree with it? If you did not stay fqr^the 
verdict. What do you think the verdict might be? Where can you f ind,this 
information? Answers^to these or similar questions^should be discussed in 
Class the day following tfi^court visit, 

/ 

Case Categories - ^. • , % 

Students should know, that, th^re are criminal and civil trials The 
former far exceeds the latter m the number of cases tried since there are ,^ 
far more transgressors against the laws of ^ocfiety than there are civil dis- 
putes between citizens Criminal and oivil case procedures have many 
basic similarities as well as a number of differences. Students should^ 
know that the formality of the proceedings in either a'civJl or criltiinal 
case 1$ not arbitrarily innposed by the presiding judge but that k evolved \ 
over many years to give the greatest protection to the litigants 

Cnvnmal Cases. Criminal cases are those where the state, in its effort to 
promote "domestic tranquility/' see1<s to restrain or punish those w^ao 
commit acts harmful to the welfare of society. 

The duty of the "4)eople'' in the person of the prosecutor or the district 
attorney is to present the facts which will prove "beyond a reasonable 
dou{)t" that the person charged with a crime is guilty The students 
should learn that in criminal cases the burden of proof of guilt is alyvays 
on the state because, under the United States ConstitutioQ, every ac- 
cused person is presumed to be innocent until found guilty,,^ 

Civil Cases. In civil cases the dispute is between two parties, one of 
whom tries to prove that he or she has been wronged by the acts (or non- 
ice) of the second party. The defendant has the right to answer 
compfltHit and offer evidence that (1]^the facts alleged ar^ wrong, (2) 
there are othet pertinent facts that excuse the.defendant from liability or 
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(3) there is no point of the Jaw involved if the facts are as stated in the 
complaint Civil cases are won by the greater weight of evidence Many 
civil cases arc submitted to arbitration or are settled out of court This is 
impossible m criminal cases (The t^^cher Aiust be ready for this ques- ( 
tion What about plea bargaining? The class will be eager to hear the 
teacher's answer Students generally understand that ri^ory and fact do 
not always coincide in this imperfect worldjf the teacher's answer i^ 
fortlinght and honest ) * ' - 

■» ♦ *■ 
Court Trials f 

The entire trial procedure may seem unnecessarily time-consummg to 
the students, and they may wonder why the process could »ot be'made 
more simple and expedibous. Here a teacher can explain that in certain 
courts — family, juvenile, divorce and traffic --the fyocedures are simpli- 
fied due to the repetij//e nature of the problems that come before these 
courts In other cases, the^rigid structure of a formal trial is followed, and 
there is rvo deviation from the long-established procedures as a safeguard 
to ^11 who come to trial m Americao courts By assigning definite roles to 
all concerned and by adhering strictly to set procedures, undue influence 
of men and women is minimized. American jurisprudence pride^self on 
. being characterized^as justice based upon laws, not upon whinrls of men 
and women involved in a trial 

Trial Procedures. The trial priicess begins wiA^the ^lection^of a jury 

• and then the presentation <5f the facts through exhibits and the testimorry 
of , witnesses The conclusion 'ot* the testimony is followed by a summa- 
tion by the attorneys on both sides. The judge charges the jury by explain- 
ing the points of law mvolved in the case After deliberation, the juryren- 
derslts vepdict. 

Dis0t)sitior) of Crtnf)mal Cases, la criminal cases, the defendant (nay be 
found not guilty and released frorjuj;ustody Tha defendant may be 

• found gi^ilty, in which case he or'she may be (1 ) placed on probation or in 
-.an" accelerated' rehabilitation, program, (2)'sentenced to impr^i^nrfient 

and/or (3) fined bv»the court . . , 
Disposttior) of Ctvtl Cases. In civil cases the judiment is rendered 
against or(e of th^fparties by the jury or by the court in a nonjurV t-r-ial If 

. the^mount of the disputejs less th«rrr$5,000, the case may be submitted 
for irbrtration before a fSaneVbf three local attorneys appointed by the 

. court In either procedure, the party against whom the verdict is rendered 
may be required to pay all trial costs 3nd other sums gra>ited by the ver- 
dict. In some cases, the loser also must perform certain specified ac;ts as 
.directed by the verdfct ^ ^ " ^ 
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^ . COURT PERSONNEL 

Students should become familiar with the following court personnel 
and their duties in Pennsylvania courfs: 

/udge is the chief officer of the CQurt m charge of the trral. 

Baiiiff keeps order m the court, opens and closes court sessions, has custo- 
dy of prisoners and conducts luries to and from jury rooms. In larger juris- 
dictions there may abo be a tipstaff who shares these duties 

Prothoootary, the court clerk, keeps records of all cases In larger judicial 
districts, there is a separate clerk orf courts for criminal cases only 

\ 

Court Stenographer records and transcribes cogrt proceedings 

«^ 

furdrs are lay people selected by the court to hea^ a case and render a 
verdict* In Pennsylvania there are 12 jurors on a panel or trial jury called a 
petit or traverse jury By recent legislative action, the number of jurors may 
' now be reduced to create a smaller jury. 

/^rrorneys-aMaw are members Of the local bar^association who have the re- 
- ,sponsibility to aid either the plaintiff or the defendant in civil and Criminal 
cases 

. ATTORNEYS AT-LAW 

Time is well spent m-discussing the work of an attorney and the im- 
portance of his or her work m behalf of a client Every busmess law l^fich- 
er should stress that a busmess law course is not a substitute for the serv- 
ices of ^n attorney Therje is an adage which states that "a man who acts 
as his own attorney has a fool for a client '^Students should understand 
that a busmess law course presents the foundation of legal knowledge to ^ 
be used in*J*nowing when the services of an attorney are needed. How- 
ever, once the attorney is retained, a student who has 5tucjied business 
law will have an excellent base upon which the two can understand each 
other and the role each is expected to play in the successful comple- 
tion of the legal matt^ at hand. • * 

Teachers should explain that attorn^s are qualified officers of the^ 
court who have the implied authority to conduct the client^ide of the 
court proceedings frrcml- and criminal cases. While attorneys neither 
make laws^nor dispense justice, their experience in legal matters often 
enables them. to advise their clients of the probable outcome of a lawsuit 
.and the advisability of initiating proceedings. They caaprevent the client , 
from signing legal documents which may later cause litigation. • ' . ' 

Much information concerning duties, compensation and remuneration 
of attorney? may be found in newspaper supplements ancj paperback 
books-all easily available to tjie students. Material is current and edited 
for the general public U makes exceflent bases for assigned reading, re- 
ports and gener^ cla^jroom discussion. , 

Such discussibns should include specific instances (with examples) 
when the services of an attorney should be retained to make sure that the 



studehts^do not labor under the mistaken impression that attorneys 
shoAd be retained only m a case of civil^Dr criminal suit Students should^ 
understand that3 m ' * ^ ' / 

1 An atto(r^y Should be consulted before signing any important le- 
gal document For examj^le, contracts involving large sums of " 
rponey, long-term leases and agreementslor the pucchase or sale 
of real estate 

2 An attorney should help write a will, settle an estate or establish aj 
trust 

3 An attorney should be consulted m settling any claim involving 
^ bodily injury 

4 An attorney should be retained whenever a person is implicated m - 
a seriQus crime, whether one is innocent'or guilty 

"5 An attorney should be employed if the other party to the dispute 
. ' has employed an attorney. « 

\ An attorney should be retained to help solve complicated prob- 
lems With administrative agencies of the state or federal govern- 
ment 

7 An attorney should be consulted in private rtiatters, such as the 
adoption of children, divorce, legal separatioif and bankri|ptcy ' 

8 An attorney may be important m establishing a corporation or a 
p£frtnership. _ * 

. ^Even though a recent court decision allows attorneys to' advertise, 
such advertisements, a^re limited to categories of expertise .and not*to the 
quality of attorneys' services Furthermore, in spite of liberalizatiori of 
the nonadvertising rule, many attorneys do not advertise as a matter of 
status and principle Therefore, anyone seeking legal advice should con- 
sider.the following. 

Friends who have employed an attorney and found him or her 
sat^isf actory, fair and knowledgeable often will recommend txji 
dividual ' 
2' f^ersonneUat banks and other lending institutions with wfiom an 
individual has had some association often will recommend an at- 
* torheyf 

3 Some large, companies hav^ ^ legal staff on their payroll Em- 
ployes with legal jDroblems may ask this staff to recommend some- 
one competent in the specific legal matter at hand. 

4. Some unions l^five attorneys who may be willing to help their mem- 
^ bers for a nominal fee. ^ 

5. Uwyers Referral Service of Pennsylvania is conducted by the state 
.and county bar associations. This service will try to put the pro- 
spective client in touch with several attorneys listed with the serv- 
ice. For nearest Lawyers Referral Service, write to: Lawyer Referral 

* 'service, 100 South Street, Harrisburg, PA 17108, or Standing Com- 
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'mittee on Lawyers, Referral Service, American Bar Asso'ciatioa 
11 55 East 60 Street Chicago,! L 60637, * ^ 
6 There is a Legal Aid Society in many cities and rpany countv^seat^ 
which will provide legal service at little or no cost for those with 
limited means, , ' \ 

7. The court may appoint a public defender for indigent clients. 

8 The Martindale-Hubbell Law Directory, Sumjpet, NJ 07901, con- 
tains information on qualifications, experience and specialitijes of 
attorneys Numerous large libraries have this publication avail- 
able! 

9 Finally>^tudents should b^made aware that certain handicapped 
persons rfeceive legal aid free. At Callaudet College for the Deaf in 
Washington, D, "Congress contributes 90% of Gallaudet's 
operating costs well as grants to operate model elementary and 
secondary schoqls for the deaf a|id a cepter that provides legal ad- 
vice on request from the 14 million people in the U S who are deaf 
or have severely impaired hearing," ^ 

.Students should be avyare that a relatively new form of legal service is 
now available to middle-income business persons who have been af- 
fected by the costs*of»legal services. This new service is called legal clime 
by the legal profession, 

A legal cl|nic is a private law firm where charges are reduced up to 50 
percent because all legal work is streamlined with heavy emphasis upon 
paralegal assistance Legal clinics are geared to handle large client 
volume and, therefore, take only routine cases— divorce, wyfls, personal- 
injury suits, contract disputes, real estate transfers, title /earches, etc. 
There are presently about 20 working legal clinics in laH^ cities in the^* 
United States, and the trend is spreading throughoutlh^n^ioW^ 
^ Lai^ has many branches, and^ne attorney cannot be ebijfally knowl- 
edgeable in all or even several of the^e branches, MaWattp/neys spend 
* their entire careers specializing in one or two branch6s\&f law tosthe ex- 
clusion of others, such as patent and copyright law, real ^^state law) bank- 
ruptcy law, corporate law, trust and probate law, crimjnaJ Jaw and^di- 
vorce law Teachers should acquaint the class with each of these broad 
categories*of specializatio/i, thus enabling students to seek the attorney 
specializinglfi the branch of law in which they need assistance. 

Finally, th^e teacher and the students should discuss \tne three most 
prevalent methods of reimbursement for th^ services rende(red to the cli- 
ent. Th*e most common remuneration is an outrigfit negotiated fee eit^^ 
on an hourly or on a completed-jo|3 basis. The second nrre^hod o 
ment is a retainer. This represents a.yearly sufn paid for minimal services 
rendered with adjusted fee for additional services. This m^ihod is. used 
by those businesses and institutions which are not large enough to have 
their own legal depafrtmen^ts but,4eel that they must have an attorney 

^ » Time Magazine, "Quiet College" |une 1 4, 1976, p 79 




available at ^ moment's notice. The third method of payment is a con- 
tingent fee agreed upon when the case is taken with the understanding 
that there will be no payment unless the case is won, then, a f)rearranged 
percentage of the award goes to the attorney. ' 

TEACHING SUGGESTIONS . 

Legal fundamentals present a particular challenge to the business law 
teacher. The material found in busmes^ lavy textbooks is of necessity 
general in character Jhis^rrT^terial shoula be adapted..to the specific judi- 
cial system in Pennsylvania to\ieet the needs of students who reside m 
the Conomonwealth The following suggestions are offered as examples 
o^several successful approaches. 

Class Notes and Notebooks 

All business law students should be required to keep a r^otebook con- 
taining class notes, vocabulary lists, marked tests, newspaper clippings, 
research papers and any other pertinent material related to the course 
These notebooks should be checked periodically to determine if they are 
current and neat. * ^ . . 

Students should be informed at.the beginning of the course that class 
notes are the most important part of their notebook The importance of 
notes varies from unit to unit, but it is of special importance in the 
material concerning court structure, court procedui'e and court person- 
nel since these areas are not stressed in most business law textbooks In 
many areas— such as the court system of the Commonwealth of Pennsyl- 
, vania — the teacher becomes the sole source of information. To expedite 
matters and conserve time, some teachers distribute duplicated material 
wjth the instructions that the students are responsible for the information 
contained in this material Many experienced teachers develop this 
information together with the students as a class procedure In the hands 
of a skillful teacher the final notesAvill be substantially the same as the 
duplicated copy, yet, the students will feel that they had a part in devel- 
oping the information. This increases desire for Fearning and creates a 
better classroom atmosphere, ^ 

Role*Playing ^ ' * 

This unit presents many opportunities for rolfe-playing. For instance, 
students can present a court trial in a classroom using available furniture 
for props. Students ccfn .present a scene of the first visit of a client to an 
* attorney, at which time the attorney's qualifications and remljneration 
are discussed. - ^ 
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Reports 

* • ' . ■* 

Most high school students are not too young to research short topics, 

especially if research material has been set aside in the school library. 

The following is a partial list of research projects which evolve from the 

s'tudy of courts and court jurisprudence: 

Duties of Bailiff, Prothonojtary, Presiding Judge, etc 

Parole, Its'Use and Abuse ' 

Summary Offenses and Their Penalties 

History of Common Law 

Personal Conflicts (Bankrup^tcy. Divorce, Non-Sgpport, etc ) 
Jurisdiction of Any One of the Fejderal'Courts 
Any Recent Supreme Court Decision — State or Federal 
Statutory Law * v 
^ Trafiic Violations ' 

If • 

This list can be expanded to include a research topic for every member 
of the class These' reports can be oral or written at the discretion of the 
teacher ^ ' ^ ^ 

Speakers ^ , . 

Teachers will find that students need little outside motivation when 
(fonsidering attorney-client relationship. However, the*' teacher might in- 
j^t a note of realism into this area by inviting either a local attorney or a 
laN^clerk to speak to the cfass These requests are seldom refused by lo- 
cal practicing attorneys as they consider them a public service. If a 
choice IS given, a youji^paraprofessional working in a law^o'ffice is often 
a better choice because the students are.less hesitant to ask questions of 
someone nearer their age 

Class Discussion 

Nothing takes the place of a well-preparetl lesson plaawhich Incorpo- 
rates class participation All experienced teachers knowlhat such class 
participation does not come automatically Teachers must come to class 
prepared to lead and control all discussions by having 6n hand a pre- 
pared list of topics, subtopics and leading questions which he or she 
wishes to consider The less experienced the teacher, the jnore detailed 
such a list should b'e Also, the less^cademically-minded the class, the 
more detailed should 'be the teacher's preparation. This does not mean 
that all extemporaneous discussions must be barred. Students should be 
gtver> considerable leeway, for in no other way will the objectives of the 
course be met * 
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CHAPTER SIX - 

Teaching Law as Applied to Contracts 

Law h a ioro) of order arid good law must necessarily mean 
goodordqr. t * ' 

^ ^ -Aristotle 
The study of contracts' is probably the most important phase of busi- 
ness law because general principles apply with equal validity to all forms 
of a^eements— Insurance, $ales/ bailments, l%ases, deeds, warranties, 
etc The knowledge of these general principles is as important to a young 
adult as it i$ to a large'business enterprise In modern society, neither a 
corporation nor an individual c2Hi-gD through life without incurring con- 
tractual obligations 

In spite of an abundance of available teaching aids, high school stu- 

* dents tend to find the study of contracts highly technical unless every ef- 
fort IS made tamake the study relate to their age and experiences Unfor- 
tunately, many student associate contracts 'with forrrial documents 
couched in legal language, written^ and interpreted by attorneys To 
counteract this misconception, teachers may find a simple substitution 
of terms helpful in showing tKe students the corfimonal'rty of Contractual 
obligations and their relative simplicity. For instance, the term mutual 

- agreement might be used instead of contract. Furthermore, teachers 

* might explain !hat the vast majority of thes6 agreements are informal, 
oral and often implied from the action of the parties. For example, the 
purchase of a ticket is an agreement between the purchase^ and the tran- 
sit company to allow one to riple to one's destination. 

The following assignment has been used to reinforce the simplicity and 
the commonality of oral and implied agreements. Students are asked to 
list five oral and five implied agreements in vyh\ch they personally, 
participated within the last two weeks. For example, the purchase of a 
movie ticket represents an implied agreement while a request to "fill up 
the tank" is an oral agreement. A compiled lift,of the mdst frequently 
mentioned agreements can be posted on a bulletin board, . 

To explain to the students the involvement of government in enforcing 
agreements between citizens, teachers mfght take time to.trace the hiv 
toric evolution of contracts. Students should know'that sinfce prehistoric 
times when men and women first learned to live in groups or tribes, thie 
welfare of the entire tribe often depended upon the integrity of all its 
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members to perform certain acts as promised. For its self-preservatiort 
the tribe enforced these promises thrpugh moral sanctions and/or physi- 
cal punishment , 

As Civilization evolved, simple promises became pfomises under oath, 
and oral promises under oath developed into written agreements under 
seal, and the whole body of contractual law came into being As govern- 
ments became more complex, the enforceability oT agreements which 
oQce'was the prerogative of chiefs and kings became the province of 
courts where It remains today " * 

Teachers have used the following assignment to tidvantage to show 
students the necessity of enforceability of contractual obligatio.ns in o^r 
economic life Students are asked to choose one area of human endeavor 
and imagine what would happen to our social order if the agreements re- 
lated lo this endeavor were suddenly unenforceable Areas considered 
might be nonpayment of wages, refusal of an insurance company to pay 
for health care as contracted, nonpayment for goods delivered, sion- 
-dehvery of prepaid^-goods, etc Teachers who have tried this assignrhent 
find that' students show a great deal of ingenuity in their choice of ar^, 
to be considered and the potential havoc ensuing from contractaal 
breach' )n the process they learn that contracts deal with vital matters 
and not legal abstractions. 

CLASSIFICATION 

The following classification of contracts is included for quick refer- 
ence by business law teachers This classification is helpful to the teacher 
who may be teaching the course for the first time The list may be used as 
a starting point in the study of contracts oj as a review at the end of the 
unit. * « 

All contracts fall into the following categories 

1 Express (written or oral) or implied Oudged by actions' of the par"^^ 
ties) 

2 Simple (contracts that are informal, unsealed, oral or written) or 
formal (contracts requiring a seal and/or a writihg) 

3 Void (defective for a variety of reasons), voidable (by one party , 
only), or unenforceable(by either party) 

4 Bilateral (two-sided or two-party agreement) or unilateral (pne- 
sfded or one-party agreement, such as an option contract) 

5 E)^ecuted (completed) or executory (incomplete) j 

6 Entire(can be performed only as a whole) orjiivisible (parts can be 
completed sepa/ately) 
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SUBJECT MATTER 

Subject matter — what the contract is about — is the essence of any 
contract The sub>ecf matter may irKlude almost anything not specifical- 
ly prohibited by law, not an infringement upon the rights of innocent par- 
ties and not contrary to public policy The subject matter generally falls 
into three categories — contracts dealingwith purchase, sales or transfer 
of goods and property, contracts dealing with performance oj certain 
acts and s&rvices and contracts- curtailing certain acts that are* legal 
rights of the parties 

Teachers have an opportunity to discuss values and changing 50cial 
rpefes with the students to broaden their concept of public good versus 
privaie gam Discussion should be encouraged and curtailed only when it 
wanders too far afield 

ENFORCEABLE ELEMENTS 

To be enforceable a contract must be valid in all its component parts 
as prescribed by' law Some textBooks list five such elements, others six 
If offer* and acceptance are to be considered as two separate ele- 
ments—and students understand it better that way — the number of ele- 
ments of an enforceable contract becomes seven 

1 Definite offer (w/itten, oral or implied) 

2 Definite acceptance / 
. 3* Competence pf the parties 

4 Mutual agreement as to the subject matter (substance) * , 

5 Vafid.consideration . 

6 Legality of purpose * ' 

7 Requirecf form (for instance oral contracts ar.^ unenforceable for 
sale*of land) ' . ^ ' ' 

The most difficult and time-consuming areas-in-the study of contracts 
laclude the mastery of the above elements There 'are. two Successful 
ways of handling this material, d-iajriy quick overall presentation of each 
element with dependence upon case study to reinforce the k-nowledge or 
a method whereby each element is studied in depth before proceeding 
further The choice depends upon the teacher, the group and the time 
available. l\)e following*material is included for the teachers' conveni- 
ence and may be used as the basis for lesson plans, student notes or final 
review. 

Offer 

Offer, the first:element of a valid contract, is probably the nrrost diffi- 
cult for a student to understand. Teachers should explain that an offer 
must be definite, not made in jest or anger and must be communicated to 
the offeree. An advertisement end a form letter usually are not offers A 
personal letter may be an offer. Students also must be made aware that 
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no offer continue* indefinitely The law makes provisions for its termina- 
tion by the time stated m the-offer itself, death oj; insanity of one of the 
parties, counter offer made by the offeree, rejection of the offer and 
lapse of reasonable time . • • 

Acceptance 

Students should understand that the acceptance must be definite It 
must be exactly for what is offered or it becomes a counter offer. Futher- 
more, an acceptance must be rr\ade by the person or the group to whom 
It originally was made 

Students should understand that silence usually means that an accept- 
ance has not been mSde Students should be warned that if the offer 
states a definite manner of acceptance^ itmust be accepted in that man- 
ner The Uniform CommercialCode states that an offer may be accepted 
in any reasonable manner 

If time allows, students should be assigned projects in which they write 
at least one valid offer and explore ways in which it can be accepted or 
rejected E nterprising students will acquire telegram blanks and use them 
for both an offer and an acceptance. Others will write detailed letters 
and answer with acceptances or counteroffers. Teachers will find that 
many students v^N^use their imagination in completing these assign- 
ments Offers of exotic animals and abandoned gold mines have been 
subjects of offers.. 

The following ingenious conrespondence was offered by a high school 
senior as part of the above assignment: 

An example of an off^r is: 

XY2 Corporation ' 
New York, NY 10011 

To whom it may concern: 

We are pleased to offer one six foot cobra for $350 cash, shipping 
charges prepaid by The above price includes a brass plaque with 
mscnptiori, "These premises are protected by a live cobra " We guaran- , . 
tee you will h^vano illegal entries. Our cobras are gentle but they bite 
hard. ' 

May we hear from you by letter within the next five days 

, * Sincerely yours, 

Jones Snake Farm 
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An example of an acceptance is:- ^ 

Jones Snake Farm 
Miami, FL 33182 

To whom it may concern? 



Please ship me one cobra and one brass plaque. I enclose my check 
for$350. 1 was robbed last night 

Smcerely yours, . ^ 
XYZ Corporation 

An example of a counter offens. 

Jones Snake Farm 
Miami. FL 33182 

To whom it may concern: 

" \ like your idea of snakes protecting my factory but do you havp 
something larger, like a boa or an anaconda. My place.is large, 

Sincerely yours,* 

XYZ Corporation . _r 



Options 

The role of options as they deal with acceptances should be dtscussed 
An option i§ not an acceptance; it is a payment of a sum of money to the 
offerer to hold the offer Qpen for a specified period pf time Understand- 
ing the role-of options is particularly important to the students who, 
when they become adults, may be Interested in purchasing real estate. 
All students should see a copy of a standard option. These are found in 
many legal secretarial reference books. 

Legal Capacity of Parties > 

Students should know that an enforceable contract must be made by 
people who are capable of understanding the nature of the agreement 
and its consequent^/The adult population generally is considered com- 
petent to nrrake contracts which ace binding Mpon all parties. 

Inconfpetent Parties, There are several groups of people who are not 
considered competent in the eyes of t^e law. The foflowing groups are 
considered incompetent to make contracts except for certain goods and 
services: ^ - » 

1 . Minors (those v\*fo are under 1 8 years of age) 

2. "Mentally ill and/or mentally deficient persons regardless of age 
(this group is less likely'to make voidable contracts because 
courts usually appoint guardians to enter into contractual obliga- 
tions in their behalf.) 

,3. Persons'under influence of alcohol or drugs 
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, 4. Enemy alrens under conditions of war 

Enfor<feable Contracts W/t/) Incompetent Parties. Certain contracts are 
enforceable with incompetent parties because of their.substance. These 
contracts are for necessities, such as food, shelter, clothing and medica 
care of the incompetent. Quasi contracts, such as payment of taxes and 
court judgments, also are considered binding. 

Teaching Contracts toy^inors. High school students are interested Jn 
the law of contracts as it affects their age group." This information is rele- 
vant and important to them They may find resistance from merchants to 
sell goods without (X^^ntersignatureiof parents or guardians. 

Tethers must do more than teach students that law protects their 
rights oecause oy heir age They should explain that while this protection 
affords minors a safeguard "the law merely provides the mii^r with a 
shield and not a sword"/' This legal maxim means that minors who misrep- 
resent their age or engage in fraudulent dealings are liable to crimfn^l 
and civil charges much the same as the rest of the population. Students 
should be made aware that even though they are protected by law, as 
young people they ^re laying a foundation of trust, credit, good charac- 
ter and citizenship which will serve^them in good stead when they be- 
come adults The Responsibility and the positive attitude's which are the 
obligation of all minors in^.their business as well asjprivate dealings 
sliotild be discussed in class. A local businessperson might be asked to 
speak to the class on this matter. A group of students could be sent to a 
local bank to rfiscuss the importance of credit ratings with a credit rr^an- 
ager. ' ^ ^ • - 

Mutual Assent, 

Td be enforceable a contract must be a genuine agreemenTbetween 
parties An honest ert-or on*the part of both parties nullifies the contract 
with neither party considered at fault. There are. however, four areas 
whiclT^make contracts unerfforceable and which may lead to criminal 
and/or civil suits. 

1. Students should understand that there is a difference^between a 
mere expression of opinion and a misrepresentation. Fo.r examplei 
"I think this automobile is a gdod buy" is an opinion. Inducing a 
person to contract for the purchase of an automobile with low 
mileage when the odometer has been turned back in a false repre- 
sentation of fact. 

2 Fraud is a definite falsification of facts which may make the con- 
tract void and may subject the person guilty of fraud tq^ prosecu- 
tion under the criminal code. To avoid pfrevalence of fraud in^con- 
' tracts, the Parol Evidence Rule has been established. Teachers 
shoulc( explain that the Parol Evidence Rule means that no oral 
evidence is admitted to counteract thesubstance of a written con- 
tract. Oral testimony is limited only to explanation and/or clarifi- 
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cation of intentions of the parties and habitual business practices 
c in the areas in question. ^ 

3. Dgress'-a threat of bodily harm to oneself or to one's loved 
ones— makes any contract voidable or void. 

4. The undue influence concept iS|/nuch more difficult to convey to* 
' sttjdents. Teachers might expfain that if a pftt^ipal, a parent or a 

cItJse relatif^e urges someone to sign a cootract^^is maV constitute 
undue mfluence bec-ause thfe signor is less apt to be on guard 
against deception of falsehood from that person rather thanirc^fn 
a stranger yk 

Consideration 

Areas of law surrounding consideration^ay seem arbitrary, compfex 
and confusing to the student Probably the best way to explain considera- 
tion m contracTs is to inform students that to make a valid contract a 
promise must always be'given fo7Ja"promise (quid pro quo), a promisetin^ 
exchange for an act or a promise in exchange for a forbearance. The ac- 
tual vafue of the consideration is unimportant, and nominal considera- 
tion often IS listed when partie^wish to keepthe true value private — as in 
a sale of property for "one dollar and other valuable cortsiderat^onr" A 
consideration need not be money, although it very often is. Considera- 
tion can be goods, services, acts of various kinds or apything of value to 
either party The fact that^each party is giving up a lawful right supplies 
j:onsideration to bind the partie^ * 

Legality offlniTpose^; ^ ^ / - 



Stililnts ^not bs-ve 'difficulty i|ri un^lerstaoding ^Pj|it ,a contract can- 
not be valid tf the sQljjfiiqtniatter of the ,^oAt^ct is illegal, ^o contrac;^ is^ 
valid if -Its pufjDos^ is tp commit a civil wrong, felony or mi&derhjanor, 
corrupt a public official with a brl1^?j:estrai1i tra'^ejifnit corppetttipD pr^ 
set prices, gamble (except where specifically permtitted ^y iSw); cc^piit. 
usury by charging excessive inter^t aj in^'loan sha/king'Vcprfupt j^ice^ 
by paying for false testimony or f6Fpreverjtioh'"of testimdn^^dbvert pri- 
vate citjzensi rom doing their duty, conspire to circiJmy^t liQen^ing la^$ 
and interfere with the institution of marriage and family relations t 

Required Form ^ o ^'^^ f ' 

Students should know that certain contracts, because of •their subject., 
matter or'iime duration, nriust be in writing or evidenced in writiftgtd be^ 
enforceable. These are ... 

1 . contracts for the safe of real estate, . 

2. Cbntracts v^hich cannot be completed in one year, « 

3. promises to pay debts of ano.tffer person, - ' 

4. promises made by executors cfr administrators of an estate, . * 
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5 sale of goods contracts where rnar^y involved is over $500 an(J 

6 promises in consideration of marriage, as dowry, for example. 

The actual form of these contracts may be something as simple assa 
signed purchase order or as complicated as a deed. Contracts need not 
be formal or written in legal language Contracts may be letters, tele- 
grams, memoranda or a combination of all three All written contracts 
must contain the following elements, date of the agreement, place where 
It is made, names and addresses of the parties to the contract, subject 
matter of the contract, consideration to susfaih the contract and signa- 
ture of both parties 

Many students have access to old purchase orders, old deeds, leases, 
sales contracts, insurance policies, etc Therefore, the subsequent assi|[ji- 
ment has proven worthwhile m expanding their knowledge of various 
types of written contracts Students are askad to bring to class sampler of 
as many written cdntracts as they are able to find.^ After students have 
had an opportunity to handle and read these contracts, a very interesting 
display^can be put on the bulletin board entitled, "Samples of Written 
Contacts " 

Practical Value in Factual Knowledge of Valid Contracts. Students 
should be made aware of the practical value of being familiar with all 
elements of valid contracts because adults continually are confronted 
with contractual- obligations Courts are swamped with litigTitions arising 
from misunderstandings, misreptesentations and outright fraud which is 
perpetuated upon unsuspecting persons who sign contracts without un- 
derstanding or reading their content. 

Students sh^ujd be taught to read contracts^refully and to check all 
pertinent information. A course in busipess law will not make students 
knowledgeable^enough to write contracts lhat require the services of an 
attorney, but instruction in this area can help students JDecome aware of 
glaring err6rs and omissions ' • • ^ " 

To accustom students to scrutinize any legal paper they are asked to 
sign, the teacher might construct and duplicate a number of simple to 
progressively difficult contracts each containing subtle but important er- 
rors—inverted figures, misspelled names, incorrect addresses, wrong 
dStes and omissions of pertinent facts. SJljdents should be asked to find 
the errors and submit a revised copy of*the contract. Sufficient practice 
m detecting errors will create a lifejong habit of scrutiny which even- 
tually may stand the students in go5d stead in preventingdifficulties aris- 
ing from hastily signed contracts. 

Pub//c Policy. Business law teachers should take every opportunity to 
encoTirage students^ develop their own set of values. Such an opportu- 
nity presents' Itself in teaching elements of valid contracts, contractuaf 
obligations incurred in signing a contract and fraud and misrepresenta- 
tion as- they occur in the market place. Students should understand why 
public policy protects minors and what obligations minors have irrespec- 
tive of this protection. . , > • 
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''Public policy as a term and a coH^pt nfeeds clarification because of 
Its jmportance in the lives of young people ^blic pohcy, its evolution 
and Its preservation through public opinion, decisions of courts and stat- 
utes enacted by legislatures should be the subject of discussion by the 
class Students shduld be fsked to write short. papers explaining their 
views and^attitud.es toward a number of current controVersial subjiects,^ 
such as human rights, women's rights, legalization of "soft" drugs, obliga- 
tions of mmors^and credit ratings, that are of particular interest to them 
asyoung people just entering adulthood. ^ 

I Because of the ever-increasmg skepticism and cynicism among the 
V%>ung toward constituted authority and existing values, mych needs to 
be done to create desir^ble'attitudes m young people as they grope for 
their own set of values by which they are going to live as adults and 
which ultima^tely will influence public pohcy of the future 

CONTRACTS IN OPERATION 

Business law teachers are constantly faced with the dilemma of mak- 
ing a complicated subject area simple enough for hfgh school students to 
understand and yet meaningful and practical in its application Teachers 
should explain to the students that contracts are tools of business which 
facilitate transactions between individuals and organizations Contracts 
set certain actions in motion They are designed to perform ce;;tain func- 
tions without which much of the business of our society could come to a 
standstill The operation of contracts — even though they are the concern 
of private individuals — is the subject of njumerous statutes and case law 
cy precedent 

-Termination of Contracts 

Students should understand that all contracts expire even though that 
end may be many years hence — ground rent, for instance,^ is often for a 
period of 99 years. While contracts terminate in a variety of ways, teach- 
ers should make clear to the students that the majority of contracts are 
terminated by performance and mutual satisfaction of both parties A 
suggested teaching strategy is to give students a Comprehensive list of 
Items to be reviewed prior to discussion Students will find helpful Ihe 
following list of contractual terminations which are not listed as such in 
textbooks. . ^ 

1 Contract is terpimated by perfol-nriance and mutual satisfaction. 
The majority of contracts iaW in this category 

2. Contract is terminated by n^utually satisfactory substitution where 
such substitution is minimal clnd not injurious to either party 

3. Contract is terminated by perforrT\ance in reasoifable time if no 
specific time is stipulated in the contract, 

4. Contract is terminated by mutual agreement to dissolve the con- 
tract^ 
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5. Contract is terminated by waiver on the part of *one pahy to re- 
lease the other from the contract. . ^ 
- 6. Contract is terminated by novation, a term meaning -that a new 
• contract is substituted for the old one by mutual consent. 
7^ Contract ^s terminated by rescission, a ttrrh meaning that a con- 
tract is canceled as In the i:as'e of annulment, by the act of one par- 
ty or by a court of equity. 

8 Contract is terminated by breach in which one of the parties 
breaks the agreement unilaterally withouf the consent of the 
other ^ 

9 Contract is terminated due tq changes in law made after the con- 
tract is written 5 

10 Contract is terminated \iue to destruction of the subject matter of 
the contract A contract to paint a house which burns'down is con- 
sidered terminated- 

11 Contract is terminated by lapse of time as Fisted in the Statute of 
Limitations In Pennsylvania all open accounts, notes and simple 
written contracts lapse after a period of six years, Cvhere no time 
period is specified. Contracts under seal and judgment notes ar^ 
valid for twenty years 

12 Contract is terminated if one df the elements which makes a valid 
contract is found to be defective or missing. 

13. Contract'may be terminated by fraudulent alterations of t^e con- 
tract, duress, undue influence or other wrongful acts of one of the 
. pai:^es ' ^ ' . ^ 

'14. Contract may be terminated by death, incapacity or insanity of 
, one of the parties 

Operation of Law in Teimination of Breached Contracts 

» 

From the preceding information, students learned that all mentally 
competent adults not only may enter into legart contractual agreements 
but also they may freely alter or cancel such agreements whenever they 
/mutually so desire without legal interference. However, in the interest of 
public policy and the smooth running of business affairs, law provides 
many remedies for unilaterally brokeWcontracts Yet, ev.en when called 
* upon to arbitrate in contractual disputes, the courts aregoverned primar- 
r ily by common sense and not punitive justice. ^ 

The powers of the court t^ give remedy tQt%he injured party are many. 
They include money damages, specific performance; attachment of 
property, in)unctlon by forbidding certain acts, mandamus.by compel- 
ling certairTacts, right of replevin tq recover one's goods and bankruptcy 
laws for discharging debts of insolvent persons 8s equitably as possible. 
Teachers should discuss each pow^ of the court ancT c^sk students to con- 
struct cases where each would be applicable. 
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Operation of Law in 6a'$e$ of Insolvency 

Elankrup^tcy laws have their roots in the English Condon Ifaw which 
treate^^ebtors as criminals, lailing them and thus precluding their abil- 
ity ever tov^et out of debt. Students will find a wealth of interesting back- 
ground infchrrtiation on this subject in any high school library Teacheri 
might recommend reading Charles Dickens' classic novel. Little Dorrit, 
whichhas as its theme thetreatment of xiebtors in England. 

Teachers might meKtion that the American Federal Ban1<ruptcy Act of 
1898 (amended in 1938) was a reaction to the treatment of debtors^ late 
as the Nineteenth Century The philosophy behind this law was utai it al- 
lowed hopelessly indebted'persons once to lead productive and 
constructive lives as tax paying citizens by relieving them of their burden 
of debt. Bankruptcy laws never were meant to encourage reckless spend-, 
ing and irresponsibility on the part of individuals Bankruptcy laws are 
meant to be a "life belt for drowning persons'/ and noxnore^ 

Because of many abuses by individuals and the need to bring an out- 
dated act in Jine with current social and 'economic problems. Congress 
has rewritten the Bankruptcy Act, nov^ entitled IThe B^kruptcy Reform 
Act,l' which became effettive in October 1979 Students neverthelefes 
should be advis*ed that many bankrupt persons'make f ulhestitution to aVi 
creditors in later years as their f'maneial positions injorove Once again\ 
teachers should encourage discussion on the part o^he students, as to 
their feelings about the philosophy behind the bankruptcy laws and if^ 
and when insolvent individuals should take advantage of such laws 

Students should understand that bankruptcy is a legal term Insol- 
vency is an economic term meaning that the person has more liabilit^ies 
than assets. It does not mean that legal procedures are involved Many 
people are insolvent for ye^rs. Bankruptcy alwa/s means legal involve- 
ment in Federal courts especially established for that purpose Anyone 
who is insolvent may become a voluntary or an involuntary bankrupt ex- 
cept railroads, insurance corgpanies, banks and s'avings and loan associa- 
. tions. These institutions are governed by separate statutes wherein their 
fiscal problems are given special consideration. 

Bankruptcy proceedings are qujte simple if the debtq.rs are acting in 
"^od faith. They are conducted by a federal bankruptcy judge and'^re 
under the supervision of the Federal District Courts Essentially the pro- 
cedures include: V * * 
. 1. Filing of a petition of ^bankruptcy which li^ts all assets and liabil- 
. ities of the debtor. ^ \ 
2. Appointrnent of a receiver by the court pending th^ appointment 

of a trustee, if there a*e substantial assets. * » 

3.. Appointment of a trustee representing creditors vyho is charged 
with rurrnlng a business if necessary; receiving and processing all 
claims* against the debtor; selling all assets at the^best#pOssible 



price and paying all debts, such as mortgages and hens, taxes and 
\ wages cfue and settlement of all other lawfuhcJaims , * ^ 
4 Discharge of the bankrupt by the court wherein many of the bank- 
rupt's debts are legally dissolved, making it possible for him or her 
to begin economic lifg anew. , 
*t The, new Bankruptcy Act .provides greater flexibility for unfortunate 
debt^s m personal bankruptcy cases It permits and encourages persons 
to avoid bankruptcy, but have the protection and supervision of the 
bankruptcy court until part or all of the debts have been paid, thus avoid- 
ing bankruptcy, 

ASSIGNMENT OF CONTRACTS ^ 

Not*all contracts remain-in the hands of the original contracting par- 
ties — sales agreements are sold by stores to banks or collection agencies, 
subcontractors are delegated by th?^iginal contractor tp>pprform. cer- 
tain dutiys on the construction site and hens and mortgages are trans- 
ferred tc/thi/d parties Figure 4 should make iJnderstandmg of contract 
law dealer to the students 

The tr^isfer 6f rights, benefits, and obligations of contracts generally 
can be transferred to others as long as they do not materially affect the 
substance of the contact However, students sTiould understand that the 
rule applied to all assignments is that a party to the contract cannot 
transfer more than*hist>r her interest in^the contract 

•Several contractual ^arrangements are made by operation of taw In 
case of ^ • ^ ^ 

^. bankruptcy, all contracts are transferred to a trustee appointed by 

the court ' " ' 

2jraeath, all contracts ate transferred ta administrators or executors 
( \)f the.deceased • ' ^ ^ 

3. mental incapacity of*one of the parties to a contract, his or her 

share is transferred to a court appointed trustee 
The law provides that certain contracts are not transferable under^ any 
conditions These include • 

1! claims against the United States Govd^rnment, 

2 rights to special services if these services are unique and personal 
as Hfi a picture to be painted by an artist, 

3 relations of trust and confidence and * 

4 assignment cTf tuture wages under certain conditions 
Assignment of contracts probably will affect studeiits m'thqir adult hfe 

to a lesser decree than other aspects of operation of contracts However, 
students should be m^de aware of their right to notification if any con- 
tract signed by them has been 'transferred to another Students also 
should k'now'that the substance of the contract, as for instance the terms 
of payment of a debt, cannot be changed.when the contract has been 
transferred to a third party. The principle of assignmeot o^ contracts is 
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that the assignee merely "stands in the shoes of the assignor and receives 
the right of the assignpr." The assignee's rights cannot be greater than the 
^assignor's, and if the rights are defective, the defect flows with the assign- 
ment , ' . 

Case Study ^ 

Of the many teaching strategies available to teachers in presenting the 
various aspects of contracts and their operation, a most effective strate- 
gy is the analysis of selected cases These caies usually are included in 
the textbooks used by the class and/or supplementary material which can 
be purchased from a publisher of business law textbooks 

A case study teaches students h think logically and to express them- 
selves in precise terms, adds^ realism and emp^h«*«jes th^ various aspects 
of contrac!%fes they operate in their daily lives. 

Teachers should Advise students that the study of cases deals with * 
X 1 . material facts as stated in the case — meaning facts relevant to the 
legal aspects of contracts in their operation, 

2. legal principle involved in the case and 

3. decision on the basis of the above two. r 

One of ihe most diff icult phases i^ teaching students to distinguish be- 
tween the material facts in a case and the principle of lavy which might 
apply in each particular case. Thaletm facts applies to the set of circum- 
stances surroundiji^g the existence of^ontract. Material facts are those 
which are' essential to legal action. 



A legal pnnciple^may be defined as a universally accepted rule which 
when applied to certain material facts clearly indicates how the case 
should be: decided 

In assigning cases to th6 students, teachers might bear in mind the fol- 
lowing: 

1 '.Students are not to recid between the lines or infer anything that is 

not clearly stated in the case Students with above average ability 
tend to infer circumstances which have little or no bearing on the' 
material facts of the case 

2 Students should know how to distinguish between material^ and im- 
material facts ^ge at the time the contract is signed is a material 
fact since minors have special privileges Names of the parties are 
immaterial because we are a society^of laws 

3. Students should be qapable of stating* each legal principle in- 
volved in precise terms, 
4 Students should be required to analyze the problem and to present « 

It in appropriate language Teachers should not accept rambling 
' answers in an oral presentation 
Teachers will find case stgdy rewarding in the. interest it generates 
among students. As arvategral part of the course, case study is an invalu- 
able strategy to foster learning and logical thinking. However, as with all 
good strategies,1t is only effective when used judiciously and hot to the 
exclusion pf other equally good teaching methods . . 
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CHAPTER SEVEN 

Contratts-Dealing With Property 

Law is human wisdom acting upon human experience for the 
benefit of the people. * , . 

* . --Thomas Jeff enon 

Contracts dealing with property are the most numerous and the most 
intricate of all contracts with which students wiN deal in their lives as 
adults. Teachers will find that the study of law dealinjg with property can 
be greatly^cilitated if students first learn that there are twcrclasses of 
property— real estate and personal property— and that law treats each 
type differently in matters pertaining to possession, sale, transfer, pay- 
ment, passing of title, collection of debts andother legal matters. 

Instead of giving students a general definition^ of each type of 
property, studenO first might b4 asked to compile a compreKensive list 
of all types of objects that tijfey or their parents own and that they con- 
sider "property." A list might -contain items, 'such as stocks, bonds, 
money, furniture, animals, house, barn, lot, gr^in, lumber, groceries, 
factory building and machinery. The diversity of these objects will help 
^ students realize that some are more similar than others in a number of 
„ aspects. By trial and error, under the direction of the teacher, students 
carrevolve a definition of real as against personal property. Such a defini- 
tion will be more meaningful to them than one dictated by, the teacher. 
Thereafter, the teacher can concentrate on each category explaining Jts 
unique status under law. 

PERSONAL PROPERTY 

Personal property transactions involve thp major portion of all 
business contracts^entered into by individuals, Since these' transactions 
generally. outnumBer other^ contracts whi'ch students will encounter as 
workers and consumers, ieachers should endeavor to broaden the learn- 
ings experience of students by presenting as many of the following 
aspects of these contracts as time will permit. 

' f 



Sales Contracts 

The basis of rriost personal property transactions are sales or contracts 
leading from sales. Students should realize that the function of business 
law IS to expedite business transactions and minimize friction and subse- 
quent litigation. Custom and experience have modified and simplified 
some general.contractua) rules m the interest of expedience and smooth 
flow of trade Teachers should emphasize that in no way are the general 

* rules of contracts which the students learned previously negated. These 
rules are m^erely simplified 

A.ll^these modifications and simplifications are incorporated into the 
Uniform Commercial Code References to the Code are made in high 
school business law textbooks, but because no text gives an extensive 
background as to its history or content, the following information is in- 
cluded * 
Uniform Commercial Cede Since much of the business transacted is 
. interstate m scope' efforts have bqen made to bring about uniformity of 
law applicable to many types of deal ings throughout the country The re- 
sult of this endeavor was the formation of the Uniform Commercial Code 
(UCC), a project of the American Law Institute and the National Confer- 

* ence of Commissioners on Uniform State Laws Pennsylvania was the 
first state to adopt the Code in 1953 Since a number of states raised ob- 
jections to certain sections of the Code as they originally appeared, a re- 
vised version was published in 1958, at which time Pennsylvania' again 
was the first, state to adopt the revised version By 1970 the Code had 
been adopted by 49 of the SOstates— Louisiana being the only exception 
In 1972 additional and important revisions were made^n Articles 2 and 9, 
and these changes have been adopted by many states The Article 2 revi- 
sfons were not adopted m Pennsylvania Recently, the^Congress adopted 
ti^Code for the District of Columbia 

The UCC brings together several areas of business law which were 
v^nce separate and distinct statutes * Prior to the adoption of the UCC, 
^ iT^st states, including Pennsylvania, had a Uniform Sales Act which gov- 
' erned sales transactions. Today/ the fornaer Sales Act has been incorpo- 
rated into the UCC as Article 2 . ^ ^ 

The articles (or sections) of the UCC are ^ ' 

Article 1 General Provisions, ' 

Article 2 Sales, 

Articles Commerical Paper, 

Article 4 Bank Deposits and Collections; 

Article 5 Letters of Credit, 

Article^ Bulk Transfers; , 

Article/ Warehouse Receipts, Bills of Lading and other Documents of 
Title; 

Artiqle 8 Investment Securities and 

Article 9 Secured Transactions, Sales of Accounts and Chattel Paper. 
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The purpose of the above provisions is to set forth the rules developed 
fay the courts and legislative bodi^s over a long period of time and to 
make these mles uniform in all states. 

Each article of the UCC is not all-inclusive of the'rules governing trans- 
actions that fall within each section or article. For example. Article 2. 
Sales, deludes only sales of personal property or commercial goods. It 
specif icalfy excttjdes transactions mvolving transfer of title to real estate 
The UCC also can be amencfed by individual states based*upon its court 
cases dnd experience. 

If an article of the Code is silent on a particular set of facts, a transac- 
tion may still come within the Code's general provisions as stated m Arti- 
cle 1, paragraph 103^ which states. ''Unless displaced by the particular 
provisions of this Act, the principles of law and equity, including the law 
of merchant and the law relative to capacity of contract, principal and 
agent, estoppel, fraud, misrepresentation, duress, coercion, mistake.^ 
bankruptcy, or other valtlating or invalidating cause shall supplement its 
provisions " ^ 

The above information i$ included for the use of the teacher In most 
cases it IS sufficient to^explain to the students that such an instrument ex- 
ists, Jts general content and what it hopes t9 accomplish in simplifyfng 
trade between contcacting parties Teachers should explain that while 
many of the provisions of^the UCC are definite and explicit on many of its 
rules, tTiese rules cannot considered absolute answers to all legal 
problems involving commercial transactions. The law must be inter- 
preted in light of the facts of a particular case and properly applied 
However, the Code goes a long way in attempting to iset the rules by 
which all competent parties must generally abide. The UCC reduces the 
number of legal problems which would otherwise clog the court 
calendars and impede commerce and trade. It attempts to define terms 
and to set boundaries. und^r wtiich transactions of personal property are 
conducted. The subsequent definitions should be explained carefully to 
the students so that they will become part of their working vocabulary. 

Sa/e. Under the UCC, a sales contract may be a formal bilt^of salp, a' 
memorandum, a telegram, a letter or an informal telephone order A con- 
tract may state the total price, a unit price or the price may be negotiated 
later. Delivery may be required in full or in segments. Payment may be re- 
quired immediately or at some future date. Sales are valid if made on ap- 
proval with privilege of return The UCC makes clear that prevailing busi- 
/negfs practices set the rules and limits of sales contracts between mer- 
diants. Students can be asked to bring to class samples of sales^contracts 
as they are defined by the UCC. Those with relatives m business can bring 
to class some interesting and diverse sales ^contracts. All of these should 
be displayed for the benefit of the entire class. Those student's who are 
unable to find examples of sales contracts can be asked to write 
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memorandums or telegrams.or simulate telephone conversations which 
lead to a sales contract as defined by the UCC 

Title, The UCC defines title or ownership of goods as distinct from pos- 
session of goods Under a sal^s contract, the buyer may receive title to 
the goods eyen while the goods are not in his or her possession This re- 
quires a more detailed explanation 5y"the teacher First, students must 
understand that the title to the goods entitles the owner to its possession 
and use Title also gives the owner the right to sell the goods, to confer by 
gift or bequeath the property by ml\. However, few students understand 
that the possession of the title carries with it certain responsibilities, such 
as the necessity to protect the goods against loss, to care for goods in the 
case of livestock, to comply with all local and state laws and to pay fees 
and taxes levied upon the goods The teacher can list a number of special 
instances and ask the students to enlarge upon the privileges and duties 
in each case. 

Goods Sinc^Ariicle 2 of the UCC makes a specific effort to define 
goods as merchandise, inventory or stock, teachers should use the term 
"goods" in preference to any otFier synonym. "Goods" will be the term 
students will use in business and industry, Goods, as defined by the UCC,^ 
must be moveable or capable of being moved Goods must be identifi- 
able and/Or capable of ^eing set aside for the buyer either at present or at 
some future time The UCC expressly excludes real estate, account* re- 
ceivable, insurance, patents, copyrights and labor and materials con- 
tracts as not being part of the definition of goods StudentSushould under- 
stand that all goods in a'^ales contract must be legal and conform to all 
local, state and federal laws governing inspection, labeling, packing and 
licensing regulations. . 

Students can be asked to Ii5t any number of goods which come undc^ ' 
special regulations by governing bodies Students should understand the 
necessity fbr such*regulations, and the subsequent questions can be dis- 
cussed. Should regulations be more' stringent? What about insects 
brought from other countries which, having no natural enemies in this 
country, would destroy our crops? What about birds which carry fever 
imported from abroad? What about dangerous drugs? On the other hand, 
should regulations be simplified to facilitate trade? Should there be more, 
'stringent labeling laws? 

Parties. Students should know that the. UCC considers two types of sell- 
ers who may enter into sales contracts. Thfe first group consists of occa- 
sional sellers who mer^ely want to dispose of unwanted goods. There are 
few regulations dealing with thfs gi'oup The teacher may ask the class 
how many of them have been occasional sellers and what they offered 
for sale^he UCC concerns itself primarily, with the second group, the 
merchaffl^ whorri it defines as people known to deal in certain types of 
goods and who are considered experts in their particular fjeld. Students 
should understand that the same person can be both a merchant and an 
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occasional seller as m the case of a clothing merchant who decides to 
sell his or her personal car Merchants are supposed to know the customs 
under which their particular goods are bought and sold and to conform 
to these accepted standards in all dealings. ^ 
' Price, Price as defined by the UCC may be money, articles and money 
or articles (asm thecaseof barter) which the buyer givei^agrees rogive 
to the seller in exchange for goods purchased. The price may be set per 
unit, or in total amount The price may be set by a third party if both the 
buyer and seller agree A teacher may test students on their mathemati- 
cal expertise by including a nurnber of problems dealing with billing This 
IS particularly^valuable to students who presently are not enrolled in 
business nnathematics 

» 

Types of Sales Contracts 

Students should be made aware that while the UCC permits terms of 
sales contracts to be set by mutual consent of the buyer and seller, most 
s^Jes contracts tend to fall into several common categories To facilitate 
matters, the following information might be duplicated and distributed 
to the students for quick reference. • ^ 

Auction Sales. Auctionr sales are essentially cash sales Payment and 
possession of goods usually follow immediately upon the auctfoneer's 
declaration that the sale has been consummated by the highest bidder 

CO D. Sales, In a CO D sale the buyer must make payment to a third 
party (a common carrier) before the goods are released and tWe title and 
possession pass to the buydf , * 

Secured Payment Sales, sjellers use Viegotiable warehouse receipts, bills 
of lading and sight drafty\vhich must be satisfied with payment by t^e 
buyer before the goods are released to the buyer by a common carrier or 
'warehouse superintendent These sales require elaborate agreements and 
may require the services of banks or other third and facilitating parties 

Extended Secured Payment Sales, Title and possession of goods pass 
irnmediately to the buyer but the seller holds written evidence of4ebt as 
ih a chattel mortgage, prqmissory note or time draft. 

*Open Account Sales, After cash sales probably the most numerous 
sales are those fhat use open accounts. These include charge^atcpijnts 
extended by the seller, charge plates and credit card? fr^^ti banks and 
charge plates from special organizations. The title and po ssession of 
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goods pass immediately to the buyer. A statement or bill for these goods 
IS sent to the buyer on .a nrionthly basis OpeQ account sales contracts de- 
pend Upon^credit information. (The teacher c^ld have a very profitable 
discussion which would concern itself vyTth^vhat merchants consider a 
goodvCredit risk, the advisability of charging goods, establishment of 
credit, new laws concerning credit fpr women and other pertinent topics ) 
Sales on Approval with Privilege or Return, These contracts are usually 
made between parties whose dealings have been mutually satisfactoryv 

* V •« ' 
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Coocjs are shipped on open account with the understanding that, after a 
reasonable time, they may be returned in gobd condrtion to the seller if 
found unsatisfactory 

Free on Board Sales Terms (F.O.B.) In F.O.B sale^the time when theti- 
itle'^s transferred from the seller to the buyer is of i)tm^st importance. 
Ilhere are two types of FO,B. terms in these contracts for the sale of 
goods. F.O.6. shipping point is where the sellei" delivers the»goods to a 
common carrier and title^passes to the buyer at this point, F.O.B. destina- 
tion IS where the seller pays for transportation, insurance and other co$t 
until the goods reach the buyer at which time the buyer takes possession 
and title of the.goods. - ^ • 

Secured Credit Sales Transactions. All installment or time-payment 
sales of goods come under Articles 2 and 9 of the UCC? which regulate 
the rights and thre responsibilities of the' buyer ajid the seller Theselrans- 
actions also^may come under Federal Regulation Z of the Consumer 
Credit Protection Act and the Uniform Consumer Credit Code for those 
states that have adopted it. The buyer, upon payment of the initial or 
down payment, receives possession of the goods with all the privileges of 
their use and all the responsibilities of their proper care. The seller re- 
tains the title.to the goo^Js and may repossess the articles if and wh.en the 
buyer defaults on agreed upon installment payments if the contract con- 
tains this secured conditional privilege For further protection of the sell- 
er's interest in the goods, the seJIer usually requires that the buyer pur- 
chase an insurance polfcy in the name of the seller. 

Bulk Sales Transactions. Bulk sales ge/ier«lly deal with the sale of an 
entire inventory of the seller as in the case.of an entire warehouse of 
goods.or the contents of a store. These sales are governed by Article 6 of' 
the UCC, whjch sets forth the rules' to' protect any creditors tha"t the seller 
may have. Under this Article, the seller must provide the buyer with a fist 
of all th^ creditors that the seller may have. The buyer must contact each- 
and every creditor to state his or her intention t6 purchasetheJeller's en- 
tire inventory and g^ive the crediwl-s time to file (flaims against ft. Trans- 
fers excepted from this Article are listed in Article 6-103. 

Conditional Sales Contracfs. Ihis is»one of the mos^ common types of 
sales contracts when expensive items, such as automobiles, television 
sets and large appliances, are purchas,ed Many students will become in- 
volved in a cjjpditional sales contract vvhen they purchase their first mo- 
tor vehicle. Examples of contracts of this type should be displayed in the 
classroom In addition teachers should duplicate a sample c"bnditional 
sales cQntract fo/ students to read and complete in class. This type of 
simulation adds reality to the study of cootracts. . . 

Remedies for Breach bf Sales Contract 

• Students sliould understand that th\^widespread adoption of the UC€ 
has not eliminated oases or disputes between* buyers and sellers even 
. ^ * . f " *^ • 
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though It has kept such disputes within manageable bounds Generally, 
however, the remedies include compensatory damages, rescission' or 
restitution ani. In some instances, specific performance. 

In case thePe is litigation, usually money damages are awarded Jthe in- 
jured party Courts favor disposition of breach of contract cases by levy- 
ing damages consistent with the loss suffered by the injured party The 
plaintiff must alw^ays attemp't to mitigate damages, including taking 
reasonable care to prevent additional losse^from, occurring .Students 
should be asked to give examples of such reasonable care Specific reme- ^ 
dies of buyers and sellers of goods may be found In the UCC, Article 2, 
Part 7 . " 

Teaching Suggestion^ 

Teachers should have little difficulty generating interest In the study 
of sales contracts By 'the time they reach high school, students are 
familiar wtth the basic sales contracts-cash sales arxl sales on account ^ 
Their parents possess credit cards and receive monthly statements Stud- 
ents hope to emulate their parents as soon as'they become of legal age to 
do so Conditional s^les generate the greatest interest among the ^stud- 
ents because Jthey know someone who U in the process of purchasing a 
car or are themselves interested in purchasing a car which they expect to 
finance by installment payments Djscussion of conditional sales can be- 
. come a focal mteretst-a method of learning the various components of 
sales la general. However, these discussions must be managed-carefully 
or the students are apt to ramble and inject peripheral matter 
* Some time-should be sp^nt in discussion of tHe Consumer Credit Pro-^ 
tectton Act, popularly known as the Truth in Lending Act, relative to how 
It pFOtects the consumer Students should understand that the Act does 
not remove the responsibilities of the buyer nor does It encourage* slip- 
shod attitude in fulfilling financial obligations. - ^ 

A very attractive bulletin board title^d, "Samples of S^les Contracts" 
can be a class project with each student bringing a sanfple salerT" 
tract-a supermarket tape! a sales slip\ a memorandum, a confirmat 
letter, a reqXiisition form, a conditional sales contract, etc. / 

If time permits, the teacher may assign oral or' written reports dealing 
With consumer proteaion--an area of interest to any business employe 
and to the.consumer-iiuy^r. The following topics m ight prove of interest- 

Protectr9n Against Monopoly (froni Sherman Anti-Trust Act of J890 to 
^Robinson-Patman Act of1930) 

- Federal Trade Commission and jts duties as described in the Act of 1 91 4. 
Federal Trade Commission and its\lu^tics as of today-after Wheeler Lea 
Act 6^1^38 . ' . 

Labelin^regulatipns as they apply to fur,' wool, foods, etc 
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Federal Food Drug and Cosmetic Act and its powers to prohibit dangerous, 
foods and to regulate adulterated and misbranded goods. 

Recent "Truth in Advertisijig" cases and their impact oa industry 
* ~ — 

Material for the above suggestions may be found in a high school W-f 
brary. Furthermore, the topics are of current interest and much iniforma- 
tion ean^be gleaned from newspapers and magazine articles. ^ 

A suggested reference source for business law instfuctors— Pennsy/- 
vap/a Consumer /.aw. ... for Tonsumers — is available without cost 
(single copies only) from the Institute for Community Services, Edinboro 
State College, Edinboro, PA 16412. This monqgraph gives an overview of 
most Pennsylvania laws and certain federal laws relating to consumers in 
theiV daily life situations This publication is intended to be usejJ 'as- a 
' guide by laypersons One section of the manual Jists both govei^nmerAal 
and private organizations which bffer information and/or assistance to 
consumers 

A simulated trial wherein the buyer iind the seller dispute thejc claims 
is an interesting way to bring the topic of breach of sales contracts alive 
foflhe s'fudents There should b^ a judge and a jury. Each litigant should* 
be represented by an attorney. This will involve a goodly portion of the 
class Other students' can help gather'^'pertinent papers — bills of sale, 
^ requisition slips, records of payment, etc to substantiate the claims of 
/ each litigant Bills of lading time or sight^drafts and warehouse receipts 
can be introduced as evidence if the teacher feels that the class, can 
handle these documents of title and negoticfble instruments as parts of 
sales transacTions The trial should end with an award of money to the in- 
I jured party ^ 

WARRANTIES I 

Since almolt everything they buy usuaMy comes with some. sort of a 
guarantee, students think that they understand warranties. Because of its 
universal application, the subject bf warranties presents a number of 
problems for the students where a more precise use of the word is im- 
plied. . ^ ' • 

HISTORIC BACKQROUND * 

Teachers should giye students a brief background of historic informa- 
.tion responsible for the evolution of warranties. Students need to under- 
stand that the impersonal nature .of modern businesses is responsible for 
the gradual shif^from caveat emptor to caveat venditor. Wherejonce the 
buyer and seller had an opportunity to bargain face to face over good's 
^ " that were relatively, simple in composition and on dispUy for the buyer to 
examine, goods offered for sale at the present time are often bought by^ 
sample or bV .description in a catalog. These goods are bought through 

. ' ' ♦ * ^ 
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suppliers often several times removed from the manufacturer or the 
growet^Many goods contain intricate chemical conr/pounds and working 
parts beyond the knowledge of the buyer. Buyers must depend upon the 
reputation of the seller that the goods being bought will be as 'repre- 
sented and will perform as advertised. 

The UCC specifically lists certam warranties which are a part of any 
sales contract and establishes rules regulating trade practices with 
emphasis upon4airness..and high business standards between merchants 
Thep^ are two general types of warranties which the students should 
know, implied warranties and express^warranties 

Implied Warranties 

No sales contract may be made without*the following implied warran- 
ties except in rare circumstances which are not of vital importance to the 
studentof business law • v * 

1 - V^aTTanty of Title. Every sale implies^that the seller has a valid title, 

and that this title is free from liens or other encumbrances, such as 
patents or copyrights owned by third parties 

2 Warranty of C^uality. In all sales where purchases are made by sam- 
ple 5r catalog description, there is an implied warranty thiit goods 
shall be as represented ^ ^ " ' \ 

3. Warranty of Fitness,'ii t* buyer relies upon the knowledge and ex; 
pertise of the seller, it isMmplied in the sale that the goods will be 
suitable for the purpose for which they are being purchased An ex- 
ception is made if the buyer orders*by trade name and refuses to 
accept the advice of the seller. ^ ^ 

4. Warranty'of Resalabllity. If goods are sold by one trader to another 
for the purpose of resale, it is implied that the products are ac- 
ceptable in the trade, or will suit the needs of the ultimate con- 
sumer (For instance, seed potatoes will grow and wheat seeds will 
germinate.) . - ^ ^ 

Express Warranties 

Express warranties are either written or oral promises which guarantee 
that the gopds bought will conform to the model or s-ample displayed by 
the seljer. In many instances the guarantee states that the goods pur- 
cha5ed will perform as promised. (The TV will bring clear pjctures, the 
vacuum cleaner vuill cl*eah the rugs, etc ) Students should understand that 
•if the contract for sale is in writing the warranty must be in writing also- 

' Exceptions > ' x 

Goods marked "as is" are exempt from any and all warranties Any- 
thing marked "no express nor implied warra^nty given" releases the seller 
from all responsibility, unless fraud, negligence or strict toct liability can 
' be proven. 
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Teachjng^uggestions 

The following makes an intei;esting assignment Have each student 
compile a report giving the following information, the name of an article ^ 
recently purchased by some member of his or her household (a picture of 
the article from ^ catalog adds interest), where purchased, a copy of an 
express warranty and a f^csjmile of a card sent to the manufacturer giv- 
ing the* date of the purcha^^^nd the place o1 business where purchased. 
Of particular interest to the class will be casjs wherein students have had 
difficulties which arose fronrr purchases anohow they were resolved^ _X 
^ Students can be assigned oapers on topics, such as the Consumer Pro- 
tection Agency, Better Business A5soci<ations and "Fly-By-Night" Con- 
tractors 

Warranties are not difficult to understand if the student is made aware 
that all warranties not only protect the consumer but promote a climate 
wherein merchants prosper because strict adherence to ethical business . 
practices promotes trade. - " ' 



REAL PROPERTY 

Real estate offices are a source of many beginning positions for gradu- 
ates and everi a cursory knowledge of real estate law can be of great ad- 
- vantage for those seeking these positions. ^Further, some knowledge of 
legal terminology peculiar to real estate make on-the-)Qktraining easier 
for both the employer and the employe^ Teachers should T>se the above 
motivation as students embark upon the vast and complicated study of 
law as it pertains to reaUestate. At the oufset,.hbwever, teachers should 
caution students that a business law course 'can impart only an overview 
of the entire subject and in no way qualifies them to be "do-it-yourself" 
brokers and attorneys when they,«c^ adults, decide tQ buy prope/ty. 

Ownership of Real Property ^ * ' * • 

When a perspn acquires property, legally he or she^ acquires Jand,* 
buildings and all ttiihgs "^ffixed hereto." This ma^ confuse the students', 
and. time is well spent in explpring the subject ^t lerigt|[) by using, 
examples based^upon their owp knowledge and allpjving thfen| to^differ-^ 
collate between which i^^ part of real property und^corysTderation ^nd 
vyhjch is.personal prdperjy. Fqr. instance," an in-grouhd swicnming'pool is 
* part of real property while an above-groynd pooUis persoTi^l^property be- 
cause the laUer can be mbve3 without disrupting*the property, el?i:tric 
fixtures within the. building Vyialfch' are' permanent \t nature ar6 real 
property^but m^eabje garden lightiiig is^^sonal property. \ ' 

/^/g/i/j? Inherent in Own^rsh/p.'H^jton9Sv,*t*itl^f f j^roperty allows the 
owner the free anrd Exclusive us^m'the property. Jhe owner ijiay will the^ 
property to whomever he or she wpi^i, th.et)vVnef can sell ol" give clway 



the property and the owner taivput certain restrictions upon the property 
at the tirrie of transfer whether by will, sale or gift Students usually are ' 
• weltversed m th^ prerogatives that, go with the ownership and little tjme . 
need to be spent on this are* 

Limitations on Use of Property. Jhe Fifth Amendment to the Constitu- ^ 
tion of the United States gtiarantees one's right taacquire, us^and enjoy 
property The amendment is a hmitation on federal government, which 
may not interfere with that right except by due process of law The Four- 
teenth Amendment to the Constitution is a similar limitation upon states 
However, the Tenth Amendment reserves police power to the states This 
allows, among ©ther things, limitations to be placed on the use citizens 
make of their property to protect the health ^nd welfare t)f the public In 
addition, many other restrictions were necessary as organized society be- 
came more c(5mplex In a legal sense, there is no absolute ownership of ^ 
property It is always subject to laws, some of which are ejtplained below 

1 Taxes are the most traditional limitatipn placed upon ownership of 
property Nonpayment of property taxes subjects the owner to 
PQWible seizure and sale of the property The Whole subject of 
pfoperty taxes, assessment procedures,"millage rates, tax rebates 
and various taxing bodies provide interesting material for student 
assignments and discussion. Students can be asked to compute 

X taxes on various properties at different assessments and at a 
variety of millage rates, one or two students could visit a tax asses- 
sor and obtain assessment information They may be allowed to 
see the tax duplica'te toAvhich all taxp*ayers have legal access Stu- 
dents can participate a' class debate on sub)ect>\ such as , 
"Should Real Estate Taxes 'Carry the Entire Burden of Lbcat Ser- 
vices^' or "ShouW Broad Based Taxes ^ieplace .Real Estate Taxes " 
Student interest in the subject of taxation is easily generated, and 
.serves as a sound introduction to this important limitation on the 
' - » ownership of property ' ; " , ' ' ' ^ , 

2 Zoning laws are designed to restrict ^the use of privately owned ^ ^ 
property For exiimple, a municipality may.be "zqned'< or divided / 
into^^ons for residential, recreaTional, ;:ommercial' and' la-' 
dustJUW^rposes. Students may volunteer- to see an officer of a ^, 
zoning board or attend a local zoning hearing. ^ ^ 

3 NuisanceJaws are passed by local governing bodies to protect the 
-health and well-being of its citizens The more densely populated 

the area the more /eg4jlatipns are. necessary — leaf-burr^ing restric- 
^ tions, prohibition of tra^h accumulation,-ban upon ba'rking dogs," 
exclusion of farm animajs in prban areas and ^ on possession 
of dangerous Wild animals kept as pets Students can.be asked to 
list other prohibitions and give their reasons why (or.why'not) such 
prohibitions are justifiable 
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-* 4 ^Environmental regulations ar4 relatively new in the area bf'limita- 
tidns placed upon the bwner of 'real property. As population jn- 
^ creases and-natural resources diminish, laws oftfen limit the owners 

^ • ^ ^^xercise of unlimited use of his or her property. Flood control pro- 
hibits biilidiog of houses and .other structures Hn flood plains. 
, , People are prohibited from destroying endangered species of wild 
hfevyhich are found c«their property Students can b^ing in clip- 
pings an^ rp,agazine articles dealing with tHis subject. They will 
argue and press their point in which case the teacher* must be care- 
' • • f ul to maintain neutrally, always explaining that the law tries to 
act in the best interests of society , 
'5 Erainent Domain is the greatest impingement'upon the free and ex- 
c. clljsive right of. the owner* ThiS' inherent right of governrjient to ^ 

confiscate private proprerty, of the owner generally is, not t^ken 
"^^Ughtfy7T~aM so^.fa^^ be for public use — highways, schools 

J " ' and other public'buijdings, power lines and parks. The government 

may also condemn certain personal propeFtyfo'r a public pw*pose, 
^ such as charters, contracts and choses m action The owner must 

" ' ^ be camperi^ated fairly for the property taken. The price usually is' 
t negotiated between, the parties, If'the^rice as offered by the 

^ c g,ov§rning bo^y does not pneet wifc^rf^ owner's evaluation, the 
^ ' ^ owne/ may ask for a hearing or \x\mmue for reasonable compensa- 
/ . 0 .ti'on ' * . ^ ^ 

^6 Building Codes are^spec^cationVestablished by municipalities to 
^ F^ke sure that safe buildings are cc^tructed which will not en- 
* <l^rvger ^tVie occupants or their nmghbors. These fodes often. 

•^^ ^ specify materials to be used in certaicNnstances and ban other ma-^ 
; ' ^ terial^.as unsafe. The codes provide for a periodic inspection , 
' , ^ J during and after construction The"""at;fias supervised usually in- 

elude electrical work,^ heating system, typ£ of roof, construction of 
' chimney, plumJ5ing, elevator(s); fire escape{^) and sewage disposal 
^ * ^ ' ^ Easements are rights t6 use real property owned by another party 
'^^ . in som^ specific manner. ThejSfthts benefit either the person or the 
Jand These rfghts arise by contract, deed or law, and usually con- 
. sist of rights-of-way," ase of water, rights to erect poles fo/ power 

, lines and others. ' 

^.1 8. 'Private restrictions of a l^nd-ovyner developer are those found in 
^ , ^^subdivisions where one large' piece of propert>^'is. subdivided fgr a 
housing development These restrictions often jnvolveihe general 
, typ^ ot building construction, the number and type of out-build-* 
ings permitfe'd, construction of fencing and planting 'and (place- 



ment of shrubbery. , ^ 
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Tranffer of Real Property 

Transfer of property is divided into three mam categories leases, sales 
and transfer by will or gift Each category Is covi&red by specific law 
which may requfre assistance of real estate agents and/or attorneys and 
, ' their staffs. Working in this area affords one of the better opportunities 
for entry reveLclerical-secretarial positions foe high school graduates 

As one of a number of motivational devices, students can be asked to 
list names of local attorneys and real estate firms with offices in the area 
best known to the student Students can be asked to clip and bring to 
class advertisennents of local real estate'firms Such lists make attractive 
bulletin board displays and bring attention to the students that transfer 
of real estate is an on-going business, each such transfer requiring work 
by attorneys and real estate brokers , ^ 

leaser. Because of their relative simplicity, leases should be presented 
to the St u^enTs^ "bef o r e l ii e mo re compltc^ted-r^al-est^te tonsfe« 
Students easily grasp the concept that leases are contracts in which the 
owner of the property^ piermits another to occupy the real estate on a 
temporary basis for a fee called rent Because mo.st leases are usually 
less complicated thaft^the sale of real property, they are often handled 
routinely by property managers and real estate bVokers However,^ 
complicated, long-term leases usually are handled by attorneys 

Though leases for short duration are often oral, students should be re- 
minded that all leases, such as contracts, for more than one yeaf," general* 
'ly, should be in writing to comply with the Statute ot Frauds In Pennsyl- 
vania, leases for more than three years must be in writing to be enforce- 
. ^ able> \ ♦ ^ 

There are two general classes of lease — tenarjcy for years and periodic 
tenancy. Distinction between the two presents some difficulty to the stu- 
dents. Theterms used should not bejnterpreted literally 
^ ^ * A tenancy for years lease is one which is drawn for.a defirtite period of 
time (for a dciy, a week,, a month, a yeaiibr any specified duration) This 
tenancy or interest in property automatically termir^ates at the end of the 
agreed fime The parties may have included an option to renew the 
tenancy for an additional period of time The option-also may convert 
the lease to a perjodic tenancy,, such is a tenancy from month to 
. month— of indefinite duration If the agreement is silent and the tenant 
remains in possession .w,ithout permission of the landlord, the tenant may, 
be treated as a trespasser or tenant Unt^l the landlord decides one or the 
* other, a tegaftcy by sufferance exists, \ 

A periodic tenancy is a lecise which may run from week to weekf month 
to month oryear to year Such leases are self-renewing each time for the 
origmal duration Therefore, one party must give the other notice of 
intention to terminate the lease ^he notice usually is thirty to sixty days 
in advance of termination 
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There is usuafly htlle difficulty in getting a real estate agent toj^peak 
to the class However, sirtce these people have little expertise m making 
class presentations and know lift^ about the students' general back- 
ground m real estate or law, the teacher should provide a list of topics to 
be discussed Such a list might/nclude. what is meant by the phrase "fit 
for human habitation", duties of the landlord and duties of the tenant, 
reasons, othe^r than nonpayment of rent, for eviction, who cares for pub- 
lic areas in multiple dwellings, what is meant b^ fixtures as applied to 
tenant and landlord, what is the general effect of the nondiscrimination 
laws and what is meant by security deposit The speaker may add to this 
list Sufficient time should be allowed for student questions 

Since students learn best by doing, each student should be reCjuired to 
construct at least one lease m each category — periodic and tenancy for 
years Students. should learn th^^t all written leases must contain four ele- 
nients to be valid contracts They are the names of parties description 
and conveya^rrc? of tTie praises, duration of .lease and copstder^ttofv 
The law implies that the premises must be fit for human habitation, but 
beyond these basic elements the parties are generally free to agree and, 
includeother provisions 

If time permits, the best leases shodd be read in class and discussed 
by the students using the following criteria. Is the information complete? 
Does the lease favor the landlord? Doesthe lease favor the tenant? Is the. 
agreement fair to both? 

Sale of Real Estate. Real estate transfers occur with great frequency in^ 
most neighborhoods Students are familiar with the general procedures 
in the purchase or sale of a house, farm,, lot or commercial building 
Further, their interest in the purchase of real estate fs high since all young 
people hope to own a home of their own at some future time 

Ownership of real profjerty is one of the foundations of the capitalistic 
system Every step in connection with transferring ownership of real ^ 
property — land and burldtngs — is governed by law Attorneys and real es- 
tate agents who specialize in settlements of real estate sales are pre- 
pared to help individuals through the various steps necessary to com- 
p\ete the sale and transfer of t^tle ^ ^ ^ 

The transfer 6f property through sale is a common occurrence in the 
life of the student] and many feel that they have considerable knowledge 
of the procedure Teachefs may find that a pretest is a good device to 
evaluate this knowledge, and to reveal to the student its complexities 
Such a test shq^uld be neither long no,r complicatecL^ 
. Bastness law textbooks present the essential rea.« estate 'transfer proce- 
dures adequately^ Students should understand 'these procedures and 
ppmts of law This basic knowledge will serve thenri well as citizens buy- 
ing Of selling property and/or employes in real estate andjaw offices 
Points to stress might include: * ^ 

4 
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1 Real estate sales generally must be m writing or evidenced in writ- 
ing to^comply with the Statute of Frauds This is a particularly im- 
portaot concept because of the growfng trend in "dd-it-yourse]f" 
sellers who offer their property to the buyer by themselves thus by- 
passing the real estate agent and his or her commission. 

2 Buyers and sellers should use (he services of attorneys, preferably 
those who specialize in real estate transfers, in closing the sale and 
Iransfernng the title 

3 Students should understand the difference between a quitclaim 
and a general warranty deed 

4 Buyers, except those entitled to VA or FHA mortgages, should 
have an appraisal made by a certified appraiser, the property 

o checkefl by a licensed engineer for safe construction, a survey 
mad^y a registered surveyor and a title seafch made at the office 
of Registrar of Deeds usually located in thefocal courthouse 



_ ^_ --s__^uyer-s-sh(^ldpuxchase TitLeLlji5Luran^^^^ 



loss if there is a defect in the title whrch did not show up in the title 
search or if an adverse claim is made by another party 



6 Since almost all property is purchased with borrowed funds, buy- ^ 
ers should shop for the lowest costing moi-tgage loan available 
Comparison shopping for the lowest interest rate may prfi^e finan- 
cially beneficial over the life of the>loan. 
^ 7 All pertinent information, such as the price decided upon, down . 
payment, date 'of occupancy, conditions payment, assumption 
of ]Drevious mortgage, repairs and clean up, should be set forth in 
wnting in a document called Contract of Sale or Contract to Buy 
Teachers should point out that even small discrepancies between 
what one party or another "thought" may cause problems, if it ' 
does not appear m the Contract of Sa(le. Therefore, the contract 
should be planned carefully so that the eventual transfer of title - 
will run smoothly 

8 The settlement, itself, presents an opportunity for the teacher to 
dram>atize the transaction by^ assigning the roles pf the attorney, 
the buyer and the seHer to students and allowing them to go 
through the enactment of procedure which takes place at that 
time The teacher may want to invite an attorney to m^ak to the 
. class On these matters as a reinforcement of the text a^sienmen.ts 
Vyhat makes the study of real estate different from othejV^as of busi- 
ness law IS that the real estate sale?- industry and the housing construc- 
tion industry are extremely innovative and that hriuch of the subject mat- 
ter m textbooks becomes obsolete and dated. Therefore, teachers must 
endeavor to update the information to keep students ^s current as possi- 
ble This can be done through the use of newspapers, magazines and 
trade papers. 
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In the area of housing alone there-are many innovations. Triggered by 
the higJ),cost of conventional housing, the housing industry offers a num- 
ber't^i^lternatives to a single house, a town house, a condominium, a co- 
opefative dwelling and a mobile home While the last two strictly speak- 
ing are not real estate, they do offer people alternatives to renting 6tu-* 
dents should have some opportunity to investigate all these alternat4ves 
mcluding costs, resale values, taxes and other expenses 

Townhouses and condominiums are real estate As single homes they 
are as sess ed for real estate taxes. They are eligible for mortgage loans un- 
der VA and FHA-t^ns as well as conventional mortgages The basic dif- 
ference IS that ccjgiommiums have party or common walls and often 
share public a/eas for which they are assessed prorata 

Mobile honjes are not real estate, they are classified as personal prop- 
erty However, the land upon which these homes are located, if owned by 
the owner of the mobile home, is-real estate and so taxed Many localities 
levy fees upon the owners of mobile homes to compensate for municipal 
s~e7vTc es,"Tu c h "as sl:ho6ls ^ndToacfs^ AYs^oTTnobileTTiOmes have different 
building code regulations than permanent dwellings . - 

Cooperatives are owned by a corporation chartered for this purpose. 
The cooperative sells shares to those who want to ItK/e m the apartments 
owned by the corporation Under a separate covenant signed by the pur- 
chaser of the shares, the purchaser of a*certain number of shares gets, the 
use of an apartment of his or her choice wherein he or she may make any 
number of internal improvements or renovations Upon payment of a cer- 
tain assessment to the corporation, for use of common public areas and 
payment for his or her utility bills, the apartment remains in the posses- 
sion of the shareholder The corporation pays all real estate taxes and all 
mortgage p^ymor>tc^ *^ ^ 

The study of real estate lends itself especiaJly well to inclividual study 
projects to be completed by the students. Such projects are most val- 
uable if they are tonstructed by the teacher of a particular class as he or 
she is in a position to know the needs of the students 

Such projects should be carefully^explained to the students. Duplicat- 
ed instructions and guidelines should be given to each student Research 
material, such as current /magazines, newspapers and trade papers, 
should bejequisitioned from the library and placed in the classroom for 
easy access by the students Local advertising of listings and local lend- 
mg institutions should be used Teachers should insist that the project be 
as realistic aS possible 
^he following student outline of a possible project follows: ^ 

. T Select from recent listings a home found in the . 

(local newspaper) that you would like to purchase Assume that 
■you are working ^and have approximately 20 percent down pay-^ 
ment on hand or are entitled to a VA or FHA loan. ^ 
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2 Determine your annual income and the number of obligations to 
which you are already committed, such as car payments and de- 

- partment store accounts Then, make a list of all these assets and 
liabilities to present to the lending institution 

3. Cli^from the paper the listing in which you are interested Paste 
this listing on a sheet of paper and underneath indicate who han- ^ 
dies this listing and reasons why you are interested m.the property 

4 Prepare an Abstract of Title which you may develop, and keep the 
material as realistic as possible/StatB where you would have 
found the inforrhation if this were a real search. 

5 Prepare a letter to a title insurance cbmpany asking for title insur- 
ance on the property you have in mmd to purchase (You will find 
names and addresses of such companies m a City Directory ) 

6 Write an Offer to 6uy Contract, be specific and realistic Include 
the date of settlement and down payment of money to be given at 
this time Is the money to be put in escrow or handed to the seller? 
Will you be able to take over the present mortgage? Who will pay 
for what -r the abstract of title, the survey? If you are getting a VA 
or FHA mortgage, will seller expect^ you to help with the inter- 

' , est? Who pays for.the necessary repairs and clean up? 

7 Explain why you want a warranty deed in preference to a quitclaira 
deed If you have a copy of an old deed or can get one, include it 
with your project (This deed will be returned to you.) 

8 *When and where will the settlement be made? Who will be'pres- 
ent? What documents will change hands? Who will receive the* 
money less what expenses? What taxes will you be expected to , 
pay? What taxes will the seller pay? 

^ 9 Assume that you will need a mortgage. Which type have you se- 
lected-convent4ona),, VA, FHA? Why? Did you bargain for guaran- 
teed transferability and an open line of credit? What institution is 
giving you this mortgage, at what rate of interest and for how 
many years? Can you figure the total cost of your new house con- 
sidering the pxincipal and interest? 
Teachers should allow a minimum of ten periods for the project Re- 
source material should be easily accessible Tl;|e teacher will#ve to give 
some students a great deal of help regardless of instructions Students 
should feel free to consult with the teacher at all times in areas which 
they do not understand Teachers should encourage consultation with re- 
source persons — real estate brokers, parents and other adult friends 
' Teachers will fi nd that students will present creditable projects and inter- 
est at all times will be high 
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CHAPTER EIGHT • 



Laws That Govern Business Relations of 
Individuals 



The law is a body of man-made rules designed to enable people 
to live in^harmony with each other. 

--Ephraim Tutt 

Busmen relations among ind4viduals^re many ancLvanecLWhUe these 
relations are based upoi^eneral principles governing contracts, specific 
rules and customs have evolved to solve problems in each situation, 
which enables businesses to operate smoothly in th? areas of employ- 
ment contracts,. agency, bailments, spread of risk and|business organiza- 
tion. 

EMPLOYER-EMPLOYE RELATIONS 

Students generally understand that all pfeople who work for wages or 
salary are employes. This is not a new concept since many students are 
employed on a part-time basis Howeyer, their understanding of the legal 
obligations of the employer and the employe are limited, inaccurate and 
often influenced by the attitude?, experiences and values of their friends 
and relatives 

In introducing any topic which is partially familiar to most students, 
teachers might start with a pre-test to orient themselves as to what areas 
need to be^phasized during the study of the topic. Some classes will 
be more knowledgeable in certain aspects, others will need a great deal 
more substantive information i^efore any worthwhile discussion can take 
place jn the classroom. A pre-test is a device which will uncover much 
pertinent*lnformation including prevailing attitudes and values prevalent 
tn the group. This method is useful iq introdijcing employer-employe rela- 
tions. The pre-test. need not b$ long or technical. What the teacher is 
seeking rs^a common ground upon which to build teaching experiences, 
not eliciting learned information. ^ 

An alternative approach to the topic might be to present to the class a 
list of ternis associc^ted with employer^employe relation's. Such a list 
might contain the following terms: closed shop, picketing, union local, 
rank and file, boycott, featherbedding, lockout, union shop, mediation, 

» 
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collective bargaining, nght-to-work, job classification, split shift, fringe 
benefits, labor co|>tract, unemployment compensation, overtime^ voca- 
tional rehabilitation, apprentice program, equal pay, kickbacks, griev- 
ance procedure, workmen's Compensation and unfair labor practices. 

As with a pre-test, the teacher is endeavoring to detjermine students' 
previous knowledge and their prevailing attitudes by listening to their re- 
sponse to each of the above terms 'Using this knowledge as a basis, the 
teacher cat\ then proceed to plan the subseqae^nt study of the subject, 
starting withemployer-employe contractual relations * 

Contract of Employer-Employe 

Most business law textbooks'cover the contractual relationship be- 
tween employer and employe adequately Some textbooks include such 
important but extraneous matters as letters of application, resunies and 
interviews. While these topics usually are studied elsewhere in the busi- 
ness education program, they can be reviewed if time germits However, 
the primary objective-of*tbis^opirat.arfia,ifLto stress the contractual as- 
pects of employer-employe, relationships Students should be made 
aware that all such relationships are in rellit^ business contracts with 
each party promising something in return for something else 

Specifically, in an employment contract the employer as a party of the 
first pi?t f^orpises to- pay the employe wages, to provide safe working 
conditions, to give reasonable treatment, to offer adequate instru^ons, 
to make available safe tools and machinery and to employ a sufficient 
number of co-workers to do the job The employe promises to obey all 
reasonable rules, to follow directions of supervisors, to be loyal to the 
employer and to possess ad^qulfte skills necessary to perform the job 

Social Legislation 

General background <^the rise of the union movement and social leg- 
islation enacted in the past forty years should be explored if time per- 
mits. Information about the history of the labor movement may b^ found 
in any high school library Any local union office will be happy to provide 
pamphlets and^brochures about its union. Students might be assigrted a 
number of topics dealing with this broad aspect of employer-employe^ 
lationship. These reports could be summarized orally in class The fol\ 
lovying federal legislation is suggested for review: / 

Wagner Act of 1935 (Provides for collective bargaining) 

Fair L abor Standards Act'of 1938 (Defines minimum wages and'hours) 

Labor Management Relations Act (See also. Taft-Hartley Act) of 1947 (Sets 
rules for gTTSTStmce procedure and an 80-day cooling off period) 

Labor Management Reporting and Disclosure Act (landrum Griffin Act) of 
l959(Makes filing of financial reports by labor unions mandatory) 
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Equal Pay Act of 1963 (Requires equal pay for men and women doing equal 
work) " 

Civil Rights Act of 1964 (Forbids racial, religibus, sex and national origin 
^ discrimination by employers or unions) * 

. Federal Occupation Safety and Health Act (OSHA) of 1971 (Sets safety and 
health standards in work'mg areas) ~ 

Employment of Minors ^ _ 

Students are interested m.laws governing employment of minors 
Teachers will find classes eager to acquire knowledge which is of impor- 
tance to most of them. Students should understand that most states con^^ 
sider any age under 1 8 as that of a minor and have enacted lafVvs for their 
protection 

Teachers" might find the following rules governing employment of 
minors in Pennsylvania useful since they are not found in textbooks, 

the Pennsylvania Department of Labor and Industry administers laws 
governing working conditions, hours,'etc , of minors in Pennsylvania. The 
Department is aided by the public schools of Pennsylvania in issuance of 
working certificates for those minors who are enrolled in school. All em- 
ployers who employ minors must have these certificates on file for in- 
spection. ^ 

Maximum legal hours of employment for minors under 18 years of age 
' may not be more than eight per day or 44 hours per week. No minor may 
work*more than five continuous hours without an interval of 30 rninutes 
for lunch. Students between 16 and 17 years <jf age may not be employed 
for more than 38 hours per school week during the school term Minorjs 
aged 14 and 15 may not be^employed more than four hours on school 
days and no more than 1 8 hours during a s.chool week.* 

American business becomes bigger and as more businesses become 
incorporated, laws governing agency becorti'fe increasingly more impor- 
^tant to young people who expect to apply for entry jobs upon gradua- 
tion.- These young people often are placed in the position of actipg as 
agents without fully realizing that they are dojng so since thrline of de- 
markation between the legal def initibn of an employe and an agent often 
IS unclear.^Business law teachers should make every effort to explain to 
students that thfey usually are employes when they follow specific'di^-ec- 
tions of theif supervisors, such as typing a business letter. When they deal 
with third patfies, such as customers, salespersons and suppliers, they 
may be acting as agents. * 

This conce.pit and its legal implications ara difficult for the student to 
understand, especiajly since most textbooks cover agency wit^i varying 
degrees of thoroughness and most courses of study in business law allot 
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Suggested Teaching Techniques 

A time-saving and expeditious teaching strategy might be to introduce 
the topic with an outline to be included in*the student's notebook Such 
an outline niay be prepared beforehand by the teacher, duplicated and 
distributed to tbe students This saves time and works well with mature,^ 
highly motivated students Other students need class activity to produce 
desired learning experiences ' 

Out//ne /Approach Method. Rather than distribute a teacher-made out- 
' line for the use of students, teachers may find that an outline which is 
preparecj by the teacher and the students wofking in class together pro- 
duces many benefits in reinforced learning and student interest The 
teacher may wish to write each heading on the chalkboard and fill m 
Items as students present them With direction and encouragement from 
the teacher, the students will develop an outline similar in all essential re- 
spects to tbe^nejCjiHisJxacted byJheleacher alone^Asample_af . aji-^out:- 
line follovyiT 

1. Qefinition of terms 

Agent is one who acts in behalf of someone else. 

Principal is one who is competent to make a contract 

Third Party is anyone. who deals with the^prin1:ipal through an 

'agent 

2 Kinds of agents: ^ - y ' 

Genera! agents are those who act in all business matters, such as 
corporation officers and general managers of|bjusiness 
Special agehts are those who are employed for a'specif ic business 
undertaking.' 

Brokers are agents who bring the buyer and seller together but do 
not possess the goods or services themselves. 
Connnnission Merchants (Factors) are agents who handle gopds of a 
number of principals at the same time in the market place. 
Del Credere agents are those who sell goods, extend credit and 
guarantee payment to the principal. 

Auctioneers are agents who sell goods in irrevocable public sales. 
. Attorneys-at^lav/ are confidential agents wfto represent their cli- 
ents interests. 

3. How Agency is Created: ^ 
. By express a^reement^either oral or written (There must^be a writ- ^ 

ten agreement if duration of agency is for more than one year.) 
necessity* created by law in emergencies 

By ratification or approval by the'principal of an unauthorized act 

By estoppel when principal falsely leads a third party to believe 

that there is an agency 
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4. ^How Agency is Terminated: 

By performance v » 

By mutual agreement of principal and agent ^ 
By revocation of agreementhy the principal 
By rejection of agreement by the agent- . 

By operation of law as in the case of bankruptcy of the principal/ 
* death or insanity of either the agent or the principal, destruction of 
goods to be purchased or sold or by subsequent illegality of trans- 
action. - C*" 

5. What Agent ma^ not do for th^ Principal: 

Perform any act which is illegal if performed by the princ ipal^ 

Castballot in public elections 

Serve in military service 

Serve a jail sentence ^ 

Take an oath of off icB * . ' , ' 

^*iPerform services which require principal's special skills 
Dkf^ussibn of Mutual Obligations of Rrincipals, Agents and Third Par- 
ties. Upon completion of this outline,, th^ students should be given ample 
opportunitv to discuss varioas aspects of agency laws until the legal con- _ 
cepts are fully understood One^of the best ways to accomplish this is to 
list the various obligatipns that each party owes to the other 

Student Activities. Aside from the generat discussion of agency laws 
and thestudy of cases usually included in'the te^^tbooks, students should 
be asked to make ^ comprehensive list of agencjes in>the community 
(real estate, insurance, travel, etc ), However, care should be taken to ex- 
plain to the students that the Word "agency" as it is often listed in a' title 
of a firm does not always mean that the firm is a true agency An agency 
may be an independent contractor who buuys and sells a particular article 
in preference to, or exclusion of, others, asAs often the case of automo- 
bile retailers. * 

Students can be asked to write a \6h description of any entry job that 
they may'Txpect to qualify for upc>lP|raduation Behind each duty they 
may be asked to perform, they should indicate if the duty is one of an 
employe or one of an agent. This latter exercise firmly establishes in the 
mincis of the students that even at an entry job they may be acting as 
agents for their employer. 
^ Since" current emphasis is placed upon written expression by 
school students, teachers h^ve an opportunit^to aJk members 
class to write a short essay — for extra credit — upon any of the foil 
or similar^ topics dealing with agency. Why should some agents 
censed? Why do persons who serve as commission agents usually co 
^►money for the principals? Why are real estate salespersons usually 
,kers? 
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BAILMENTS 



Stripped of their legal terminology, bailments should present few prob- 
lepns fof the"students From childht)od, alTstudents have nati an occasion 
to lend Of borrow articles From an early age youngster) are taught to 
take care of things that they borrow, but they soon learn that this excep- 
tional care does. not extend to anything one Vents on the presumption 
that rent pays for the nofmal "wear and tear" of the article . * 

Further, most students of high school age h^ave used public transporta- 
tion and public accommodations without knowing thaf-law considers 
these situations a^.a Ipailor-bailee relationship It comes as a surprise to 
them that whenever they give some article to be repaired or stored the 
transaction comes under the laws governing bailments Therefore, with- 
out knowing their legal implications, students have been dealing'with 
bailments much of their liv^s In essence, the entire subjAt of bailments 
becomes not a question of teaching new cpncept's but of translating' 
everyday occurrences into legal terminology and showing the students 
the legal significance of these transactions 

Legal Terminology of Barilments 

Since the t«"mmology rather than the concept is apt to confuse the stu- 
dent, the tea/her is advised to start the topic 'by defining the most com- 
mon ter/lTSwith which the student is familiar into everyday equivalents 
For instamce, the following terms should be defined before any chapter 
assignmenS are made' * ' 

Sa//or-^^!ender, one who ov^s the goods (except real estate), one who 
gives-^ods to be stored or repaired, one who misplaces or loses goods and 
one who uses pi^blic accommodation^ and public transportation * - 

^a//ee — a borrower, one who keeps goods in storage for another, a rep^hr- 
person, one who finds misplaced or lost goods and one who provides pub- ' 
lie accomm6dations ^nd public transportation 

Pu5//cAccorr?moc/af/on — hotel, mote^mn y * 

PubUxi 'transportation -» train, bus, trolleV, airpTane ^ 

Public Uttltty — gas, electr ic, wa tgr.'telephone companies 

Cuest— one who uses public accommodation, a transient 

Lodger -^one who use^public or.private accommodations for a long period 
of time 

Passenger— one who uses public trarisportation 

Useful Vocabulary Exercises 

The following groups 'of Words are giveri as examples of related terms 
which can be assigned to students to further reinforce legal terminology 
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related* to the stjudy of bailments T+ie words are given m groups to help 
students differentiate between the terms, as for instance. , a - 

1 Gratuitous Bailment, Mutual Benefit Bailment, Bailment^by Neces- 
sity, Bailment for Hire^ Constructive Bailment, Bailment as Sfecu- 
'rity for Loan, Extr^aordi^nary Bailment and Tortious Bailment \ 
2" Mislaid Goods, Lost Goods, Abandoned Goods and Estrays 
\^ 3 Common Carrier, Contract Garner and Private Carrier 

4 Reasonable'Care, Extraordinary Care and SlightCare 

5 Bill of Lading Order Bill of Lading, Consignment, Consignee and 
Consignor ' ^ 

The above list is by no means complete Other groups of words can be 
used just as effectively In learning the above vocabulary, students 
should be asked to use the words in sentences or in parajgraphs Words 
merely defined have little retention value • * » 

Transactions nof Considered Bailments ^ 

One of the difficulties m teaching bailments occur^when the students 
must be apprised that cert^ain situatlon^hich seem to^all into the cate- 
gory of bailments are not considere'd bailments ^un'd'er law Since text- 

^oCJks* usually list these situations separately they come ^ind^r other 
tQpVs lathe discussioji of bailments, perhaps it is easier for th^tudents 
if the teacher would list, this group t'ogetherjor the purpose of clarity For 
instance, a bank deposit does not ^ome. under the law of tjaiUnents be- 
cause the ifl^ntical bilfs are not returned to the defloiitor when a with- 
drawal IS made Thesame holtk tr ue^vheft on^ borrows-^ cup of.5ugat 
from, a neighbor or 2i piece of paper from a fellow student. In each case 

^an equivalent, notjdenticaLarticle is returned Conditional sales are not 
bailments even th6ugh.the title does nOt pass^to the buyer until pSyrhent 
IS made in full Rent of rqafproperty is not a bailment, it is a fease Rent- 
ed safe deposit boxes.are not J>arTfnent5 since the^bank does not have ac- 
cess to the contents ' J ^ 

Sugg'dsted Acti^ttes^ ^ 

Since the concept of bailments is not new to students, many of them 
^ill be willing to share th^ir experiences with other students Interesting 
discussions can be initiated by the "teacher and the students Students 
can be gmded into 3iscussions of "the duties of the Interstate Commerce 
Commission, Public Utilities Comnrijssion and Public Service Conrunis- 
sion, procedure of hearings before each'group,, equal accommodations 
la\^, duties oflmders of estrays, lost-*and misplaced articles, what is 
m^int by "Act of God'^ etp. These, discussions are limited only by the 
time allotted to t,he topIS^ 



INSURANCE 

In developing msurance as a topic, teachers are advised tQ be on the 
alerrto keep the subject within the time schedule previously decided 
upon for the course. This caution is important because insurance^per se is 
a broad and fascinating subject that is of great interest to the students 
This interest, unless carefully directed, can lead to expenditure of more 
time than is vArranted However, since insurance is of great importance 
in the private lives of Arhencans and to the econe^my. students should re- 
ceive exposure to the many insurance contracts which-presently are used 
in industry and ^mong individuals 

introduction olf the Topic 

Experience im^lcates that a discussion of automobile insurance creates 
interest among the students many of whom ownjiJ^have access to cars, 
and some of whom arepayrng premiums on that insurance Further, auto- 
mobile insu/ance touches upon many important facets of the entire in- 
surance? field and thus enables the teacher to introduce these concept? 
early in the discussion of the topic Automobile insurance involves the 
tollowing^(isks. theft, fire, pilferage,, collision, liability to property oc per- 
sons andTne present Pennsylvania law w^ich mandates a no-fault msur- 
ance coverage A comprehensive option may cover the vehicle for fire, 
lightning, flood, hail,^ windstorm, vandalism, etc Discussion of automo- 
bile insurance' coverage gives the teacher an opportunity to^scuss the 
assigned risk plan wbich is m operation in Pennsylvania for thpfee drivers 
who"are^or risks and who~areTmabt<5~tO"g^et coverage"thro<jgh ordinary 
means ^ 

Historical Background 

If time pelijiits, a historical 5atkground of the developnr^ent of the in- 
surance concept can prqve to be an interesting assignment for students 
Most high school libraries will have sufficient material on the history and^ 
development of in^rance starting with the marine insurance of Vejpite m 
the 15th century, the history of tfoycfTCoffee'House, the home of insur- 
ance underwriters and the Society of Assurance of Widows and Orphans 

Insurance Contracts' 

Many insurance offic-es will, upon request, mail*e number of policies 
to the school requesting them With the policy before them, students' 
have less difficulty in understanding that insurance is a contract between 
the insurer and the insured and thus comes^ithin the scope of laws gov- 
erning ajl contracts The purpose of arrlmurance contract is to spread 
the risk among a large number of people thus preventing one group or 
one individual from bearing the entire loss In this respect insurance 
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^dkes dp important contribution-fo the economy of the nation Few indi- 
viduals and buj»in(.»sses can function efficiently without the benefit df in- 
|ura|kce protection ' * » 
, ..^ Standard Policy. Most states —inclj>ding Pennsylvania*— use standard 
pohcies^for almost alHtyp^s>Jgf insurance Teachers should explain that 
these standard policies can be adapted to individual needs and circum^ 
' *^ stances by >means of ridep or endorsements These printed or typewritten 
aJditLons are incorporated into the standard policy and are made p'art of 
^the contract {^latiy poliCies.go into*effect at the payment of a premium 
and stay-in effect ^'s Ipng as the premiums are paid or'until a predeter- 
mined time of termination which is'mdicated irrtVie contract 
.* lni>urahle{ntQre^t This concept is a difiicult one for the students to un- 
derstand- because of the diffeVenc^b^tween in/urable interest m proper- 
ty and life'Teachers should be ?ifr& to explain that ins^urable j^nterest 
must be present'at the timegf ^he loss of property but need not!*be pres- 
*ent at the fime of death of.the injured ^^owever, there ordinarily must be 
an insurable interest in both property ^nd life at the time' an insurance 
policy IS taken Students should understand that (^o msuranc.e f orhpany 
will issue a policy to anyone who wishes to insure something or sotneone* 
^ which h^ or she hae no potential risk of loss . 
♦ UniDiiUf^ble Ri^k^ Teachers should^mphasize that not only wjlhan in- 
surance company refuse to issg'e a policy if thefe is'no insurable interest 
but that the/e are some risk^s which the insurer will *not ^Qcept These 
risks fafl into se^^^ral categories: the probability of loss cannot be statis- 
tically pifedicted, proof of loss is too difficult to verij^, the temptation for 
deliberate carelessness or^fraud is too g?eat and ^he extentye^the loss 
cannot be measured accurately Fpr instance, 5ne cannot insure the out- 
come of a horse race or the winning number m-a lottery/ ' 
• Termination of Iq^urs^nce Confracfs As with most '^ntr^cts, termina-^ 

i tion of an insurance jzofftract generally is by perform^*ijee according *to 

^» t^rms, and due perfornriance m^y terminate the insurer'^ obhgatiqn 
] ^ \h\s IS true of hfe insurance pohcies, bfit'irfautoniobiheiind other^roper- 
. ty policies, thi policy may re^iaiain force The ipsurance contract also 
,v J. m^.y ,b&"terminc^ted by mutu§l coosent, by writ^fen notice of one of the 
partie(s, or Jby nbnpa^ynrwiiit of premiu^ns, among others.* ^ ' - 



' Typ«s of Insurance Companies ^ 

SkUjdents^might be intefested in*the*'organ[zation of companies Which 
undeK^ite insurc^pce There are stocx (Companies, mutual comp^nies^ 
^ fratemaToTgaoizations and the gover^nient which offer insurance to-^pe-^ 
0 cial segments of thS'public The F^ederaT^vernment through its progj^m 
of *social insurance — Medicare, Social Seci/rrty, Survivors' Benefits, crop 
ihsuPAnce afid Veteraps Life Insurartce-^offers protection to people in 
several distinct categories. Lodges'arf3.fraterjial organizationj'affer in- 
surance to Its members at fees usually tower than commercial insurance 



\ ■ > . 

and carfVJng^broader coverage Mutual life insurance companies offer 
the benefits of dividends These dividends are nqf actually income, but 
rather a refund of a portion of the premium ba^d on the performance of 
the mutual company for the year. Stock companies are run, as any other 
business, for the benef itof their stockholders Students might be asked to 
make a list of various types of insurance organizations with which they 
are tamiliar and which have agents or brokers in the vicinity 



Types of Insurance Policies 

Students Tarelv. are aware of the many types ot insurance contracts 
w,hich are available to individuals and businesses Teachers mfght pro- 
vide students with a comprehensive list to be used as reference The fol- 
•jQwmg are the most common types of policies * 

1 Property Insurance ^ 
' a Fire insurance covers damage by fire, smoke, breakage^ water, 

: etc . • 

b Homeowners/Tenants insurance prptects property owners and 
tenants against loss with broader coverage than ordinary fire 
insurance This may include liability and theft 
c Marine insurance covers loss of ships and cargo at sea 
d Inland Marine insurance covers all ships in inland waters and,, 
through the instrument of floaters, many personal items—, 
furs, photographic equipment, etc 
e Casualty insurance covers property ®irough loss by flood, 

wind, explosions, hail, etc 
f Autamo|pile insurance cpvers fire, theft, pilferage, collision, 
. ' etc . 

7 Liability Insurance • , . ' 

a ' Bailee insurance covers repairpersons and* those doing per- 
fe^al service, such as drycleaners, meter readers and visitors 
on the p'remis^s. 

Automobile liability insdrance provides coverage for bodily 
injury caused by the insured vehicle 
Personal Insurance 

a Hos^pital irfcurance covers medical and surgical procedures 
wtiich require hospitalization . ^, ^ 

b Medical insurance CQvers general medical expenses due to ill- 
ness or accident, major medical expenses and some dentaj 
. procedure's 

c Life insurance covers term insurance, industric(,l insurance, or- 
dinary life insurance and endowment contracts (policies) . 
Social Insurance 

^a Medicare covers certain medical and hospital costs for thole 
who are aged 65 or alder, 
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b Unerjiplovment compensation covers incorfie loss due to lay-^ 
offs 

c Survwors insi/rance covers dependents*of deceased workers 
covered by PICA ' J 
5 Fidelity insurance protects institutions an<fl individuals against loss 

due to disfione^y of employees ^ " 
6, Title Insurance protects purchasers of property agaii^st defective 
< title. / , , - ' 



Vocabulary , / 

Teachers migh\fihd the following list of words useful in a number of 
assignmejits These. terms can be dischssed pnor to reading assignments 
or at^the completion of the topic asarevtew. If the vooabiilary is studied 
'before assignments ar^ given, re'adingand comprehension of the material 
IS made easier,. This is particularly truf .of slow groups of. sfudents If th^ 
vocabulary^is'^made part of a review, test scores improve measurably In 
ail cases the list should be mcLudedin the students' notebooks , 



indemnify 


hostile fire ^ 


annuity 


binder 


policy ^ 


insurable interest 


face value 


stock company 


no-fault insurance 


insurer 


assigned risk 


fri^dly fire 




insurance broker, 
floater 


pfartfcipating policy ^ 
comprehensive insurance 


mutual company 


concealment 
dividends 


insurance agent 


* loan value * 


cash surrender value 


representation 


^warranties 


proximate cause 


assessment^ 


claim 


adjuster • ♦ 


cancellation 


valued insurance 


non-valued insurance 


group insurance 


endov)ment 


industrial insurance 


underwriter 


coinsurance 


casualty 


term insurance 


endorsement 


rider ^ 


liability 


double indemnity 


- paid-up policy 



Student Activities , ^ , 

Students^'usually afe knowledgeable and interested in the entire topic 
of insurance There are many facets^of the topic which can be discussed 
in depth or, assigned a's written^papers to be read ih class Debates are a 
possibility using topics, such as ''Are high awards for claims by juries in 
. the: public interest?'.' Should no-fault insurance bp extended to property 
^damage?/' "Who, in the final analysis, pays foj claims?"^ 

Short themes can be assigned on the following or similar topics What 
Insurance Protection Is Advisable in Partnerships? What Was the Reason- 
ing Behind J^he Enactn^ent of No-fault Legislation in Pennsylvania? What 
• Is Assigrffrf Risk Insurance? What Are Actuarian Tables and How Are 
They Used i^Setting Prerniums? Is an Annuity really Insurance or a Sav- 
mgs' Plan? Who Is Presently . Fighting Large Insurance Claim Awards 
Through Advertislnrg? - y 
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Students can be asked to plan an insurance program for themselves 
v\hich might be put into effect Ai> soon as they become wage- earners As 
an alternative, the class as a whole can plan an insura/ice prograna for 18 
year olds, 25 year olds, 40 year olds and finally 62 year olds The latter 
program shoul'd^include social insurance that is available. Also student^ 
' can be asked to make a list of all uninsurable risks and give reasons why 
.such risks are urimsurable Finally, sj^udents can be asked to collect out- 
dated policies and make a bulletin board display of the material 

BUSIhJtSS ORGANIZATIONS ' 

Mo5t courses or study Tn business law allow a two-week period for the 
study ^ business organizations Much can be accomplished in this time 
slot It the^teacher presents the material m concise form and keeps the 
class moving in an orderly manner This is sometimes difficult becau'se 
most students have a fair'amount of knowledge of the subject through 
their study in other" business courses, particularly accounting 

Sole Proprietorship * ^ ~ , 

Teachers sfjould exfijain.tbat sole or individual proprietorship is the 
simplest form of business ownership where one Qwner performs all mana- 
gerial duties, provides' all necessary capital, assumes all risks, pays all 
losses and collects all prcxits There are no special legal requirements for 
sole proprietorship other fthan compliance with lavys app^cabl^to the 
business conducted A quick survey of the surrounding area will reveal to 
the students that sole proprietorship is still thfe most prevalent type of. 
business organization if the number of businesses involved is used ^s a 
criterion However, if production of good's and services is to Se used as a 
^criterion, it certainly falls behind cbrporations^wferich produce most of 
the nation's goods and services and employ the.g)eatest number bf^eo- 
ple . ' \ 

To help students understand sole proprHetorship, teachers might asK 
for a Ifst of local sole prbprietorships>Students will need help in this exer- 
cise as the\ will overlook some of the most obvious smalJ sole proprietor-, 
ships, such as^farmers, pl7otographers, caterer's, restauranteurs ^nd ser- 
vice station owners / 

Partnership • ' 

• . / ' 

Partnerships have their roCts in family cooperative ventures whKh 

originally Tiad little formal structure As partnerships became less family- 
oriented, their struo4iTe began to^depend upon laws governing contracts 
Uniform' Partryfrship Act To avoid frequent mjsunderstandings and 
subsequent lj^pgations,> 47 states, incTuding Pennsylvania, have adopted 
the-UniformTarlnetship Act (UFA) which attempts to set stanflferds for 
partnership agreerhents which are uniform throughout the natioVi The 



Act def in^^ a partnership as an association of two or more persons to car- 
ry on as CO owners of a business f o^" profit This definition excludes charit- 
able'associations. lodges and clubs The^e associations are considerecf^ • 
either as unincorporated associations or nonprofit corporation^ 

Articles of Partnership. In the interest of having a complete under- 
standing between the partners, the partnership agi'eement should be in 
writing. At the mmimum, these articles must contain the. names and ad- 
dresses of all the'partner^, type of business to be conducted, amount of 
the original investment by each partner, duties of partners, salary or 
drawing privileges of each partfier, provision .for distribution of prof- 
itsjosses and^ meth*od for dissolution of the partnership The above list 
does not preclude partnership contracts from con;taming o^tier and more , 
detailed information if partners so desire Articles of partnership shpuld 
be drawn up under the supervision of^an attorney 

AC/ncts of Partners. Students should know tliat there are several types of 
partners who might be involved in a partnership They ace 

1 General partners take part in the management of the partnership 

. *and are known to the public/The Uf A provides that there^must be^ 
at least one general partner in every partnershfp * 

2 Secret partners take active part in management but whose connec- 
tion with the partnership is not fliscldsed to the public 

3 Silent partners are known to the public but fake no part m manage- 
ment ' , • ' ^ 

4 Dormant partners are silent, take no part in management and are 
not .knowrf to the public ' • i ' . 

^5 Ostensible partners hold themselves out to be partners tQ the«gen- 
eral public;: while m reality having no (Connection with the partner- 
ship^ Under the UPA ostensible p^artners may be sued by creditors 
as if they were partners. • 
6 Limited partners are liable only for tl\e extent of their investment 
^ Limited partners come under the Uniform Lim^ited Partnership Act ^ 
(ULPA).jwhich has been adopted by 48 states, including Pennsyl- 
vania. The revised ULPA is expected to replace the existing act It 
was adopted by the^ National Conference, of Commissioners on 
Uniform State Laws in August 1976, ' ' • 
Suggested Assignments. There are usually a nu/nber of good cases 
whidh cat) be examined as they deal with partnership iKi^tions. The rea- 
soning and legal implications can be explained by the students orally or 
" m writing. 

Because of its practical nature, the following assignment may appeal 
" to the students The cfess is divided into groups of three or four Students 
' Each group IS asked to construct a typical partnership contract which 
Will be applicabie to the particular business chosen by the group These ^ ' 
contracts shogid be m the form of rough drafts until scrutintzed by the " 
class as a whole. For tkis event/the class should prepare a checklist of 
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what if" Situations, such as what if the partners want^to dissolve the 
partnership, what if one of the partners puts in less hours than other part- 
ners, what it ontf partner dips in the till" for his or her own b)enefit, wha^t 
if one partner overbuys without consent of other partners, what if the 
group wants to take in another partner, what if one of the partners wants 
to put m less initial investment and what if one partner has more skills 
than all the others? The list of what if" situations is limited only by 
student ingenuity and interest * - 

Correjcted and amended copies of articles of partnership sHould be 
collected from each group and the best ones c^n be displayed on the bul- 
letin board ^ ' • ' 

Corporation 

Introduction to corporate law poses unique problems for business taw 
te^acher^ Corj)orate law —even in its simplest form — is complicateql and 
the vdl.ume of material available to the teach[er is limitless Xherefore, 
the problem resolves itself into distilling eripugh information to make the 
subject meaniftg^ful while keeping the cotitent as uncomplicated as possi- 
bte>'' ' . ' " ' 

Students should understand that the corporate form of business or- 
ganization IS an invention which seeks stability through perpetuity, pro- 
fessional management and access to large amounts of capital investment 
through limited liabilitv A corporation is a creation that has its roots in 
large heavily capitalized enterprises, such as the Dutch West India Com- 
pany and the Hudson Bay Company Th^ first American corporation was 
franchsed by New York State in 1811 arrd its subsequent success, has 
made this torm of business organization -the chofce of most large busi- 
'ness enterprises throughout the world 

Teachers need to explain that a corfJoration is an artificial persori 
created by the state which grants the charter Once the charter has been 
granted^ the corporation becomes a l^gal entity with all the rights ahdob- 
ligations or a conapetent person For^mstance, a corporation can enter 
.mto contracts, can make by-laws to govern Itself and can sue and be 
sued Through its agents ^ corporation can buy property, donate to 
charity, hire employes, |nanuta"cture and buy and sell goods , Since the 
corporation is an artificial person, it can perform all these and other acts 
only through.its agents -•pfiicers and board of directors The owners of a 
corporation are the stockholders who purchase transferable shares in the' 
enterprise Therefo/e, while owners may come arid go, a corporation may 
continue into perpetuity * • - *. .> 

Drawbacks of Corporations Because the corpor^e organization has so 
many desirable qualities, teachers should inform the students that there 
are several serious iindesirat)le features m this form of or^ahiz^ion 
which induce nriany future enterprei^euij^ to opt for a partnership or- 
ganization ^ ' 




First, corporations are taxed by fe^Jeral, state and many local 
municipalities This amounts to double taxation for the owners since 
their dividends again are taxed as personal tncor 

Second, strict government regulations and tfte- number apd frequency 
of reports expected fronri corporate officers ar* both expensive and time 
corrsurhing 4 y ^ ' 

• Third, a corporation ma> not engage in Jttra vires acUvitiesJactivities 
not specifically listed m its charter) This sometimes prevents corporate 
management from' taking advantage of business opportunities as they 
present themselves in the marketplace These activities may also cause 
its dissolution " 

Fourth, personal management of a large corporaj:ion is impossible The 
owners who are the shareholders d<J) not take part in- the ^management of 
•.the corporation which they finance They meet once a year to elect direc- 
tors who in turn elect officers who actually run the corporation The only 
recourse the owners have if they are not satisfied with the management 
of the corporation is to not reelect directors or dispdse of thair shares in 
the,cor[jpration 

of Corporations. Most students perceive a corporation as a busi- 
ness enterprise They should be advised that there are three other groups 
of corporations -which find that corporate organization facilitates their 
activities. These are: • , 

• Public corporations, such as county, state, city and municipal govern- 
ments, function as corporations through agents and elected officials 

Quasi-public corporations, such as community hospitals and'p^jbhc 
universities, function through agentf who are appointed or elected'to the 
-board of directors. \ . • ^ 

Private non-stock corporations, siKh as religious, charitable and social 
institutions, function through diVectors and officers elected by the mem- 
bership. ^ f 

. In each case the board of directors and the officers, acting as agents of 
the corporation, perform all the duties and e;<^rcise all the privileges of a 
competent legal person ; • * . 

7each/ng.5uggest/ons. Teaching ,the corporate form of business or- 
ganization iends Itself especially well to the teaching strategy usually 
called gamigg. This strategy. requires considerable prior organization on 

• the part of the teacher Committees musti)e formed Research must b^ 
overseen.* The entire class must be involved to make the greatest educa- 
tional impact uppn all students in the class. ^^''^^ 

With the teacher acting as a guide, the class first must decide on the 
t^^of business it wishes to conduct The class must then settle upon the 
name of the corporation' Pronjoters must be elected. State of incorpora- 
tion must be chosen (In Pennsylvania, there must be at least three 
prcxmoters all of^ whom must be adults). Capitalization of t\ve corporation 
ust be decided and "sold". to the class A 'prospectus must be written 
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and' sent" to the Securities and Exchange "Commission A charter of m- 
jcorporation. using oncvof the nrianv examples found in legal textbooks, 
must be written , ♦ ' n 

The first meeting of the stoctholcier's is held^by me class a^s a whole At 
this time the members of the board of directdr^ are^elected They in turn 
elect the officers In Pennsylvania there must be fat least tnree drrectors" 
ajl of whom must be Adults • 

li time permits, the class can hold a second meetlVig of stoclcholders 
as^^ummg that one vear has passed siQfe incorporation At this time the 
officers shouW present afi annuaTreporfand all itiembers of the class re^ 
ceiv^ checl<: as aiSr^TQ^nd 
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CHAPTER NINE 

w — 

J 

. Evalu'atiorv • ' ' 

Ewaluation is the- process of making judgments and coming to 
decisions about the valu^ of^an experience., 

Alfred Schwartz and Stuart C Ti^deman . 

f 

The devdopment.of a course of study should begin with well-defined 
objectives, as noted in the second chapter. >ust as every research prob- 
lem should be defined as to what it will attempt to solve,.course objec- 
tives should be written to expjain what is to be accomplished. Further- 
more^* these objectives should be understood by both the teacher and the ' 
students so the course will Irave direction. v * 

After the objectives, course content and teachingTrrethodology have 
^ ' been prepared, a variety of measurements to deterfliine how well the^tu- 
dents have performed or h^ve learned specific content should be used 
Suggested proceduraKmethods and methods of.evaluation permeate the 
entire.bulletin. * 

^ . ' STUDENT EVALUATION ' 

' Magy types of tests can be us^ to evaluate student progress The re- 
* suits of any test are most important, and the teacher should evaluate 
each test after it is used. In doing this, each testishould improve in its ef- 
fectiveness and serve to further stud€;(its'' learning. Yhe following types of 
tests as well as debates and homework assignments, are suggested 

Standardized Tests ^."^ ' ^ • • 

Teachers can avail themselves df tests prepared by the textbook pub- 
lisher. Such tests are general in nature and are designed to fit the needs 
of a variety of student abilities. These tests are especially recommended 
for a teacher who is teaching the cpurse'for the first time because they 
are convenient and ^asy to Use and score. Teacher^mada tests usually are 
superior to standardized tests. . - 

Case Tests ' v ' 

Case tests 'arejB^rteidered an effective nriethod of learning to indrease 
' .students abilitVp reason and to express their thoyghts in writing bbcfut 

^- ' ■ 91 • ■ ,, • 
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case problems Thes^tests should be introduced carefully so that stu- 
dents may develop tKe ability to assess facts, draw reasonable conclu- 
sions by applying legdl principles .and writing in a.clear and concise nfian- 

ner- ' ^ - ' ' 

' * \ • 

Recognition Tests - ' , , ' 

These can be true andfalse o\ multiple choice statemerlts of legal prin- 
ciples alid legal procedures ' • * 

■ • ' 

Essay Tests , • • 

Students should be devaluated tq determine their ability to write log- 
ically and m'formatively of legal principles previously discussed The re- 
sponses shc^iHd-be brief , ^ ^/ * ' . ' ^ 

Vocabulary Tests ' - ^ ' 

These test^ can proceed from simple spelling tests to matchltig tests 
where a listjof words relate^to a column of mixed meanings or definitions - 
Students aflso may be asked to write the meahrng^f.each term in a blank 
spac^ following the word to be defined' 

Attitude T^s "\ ^ * , . 

, 1 . • ' 

Attitudes are difficult to measure because students are apt to give the 

teacher the answers they knrOw th^ teacher'wants Teachers have kied 
true and false tests giving various attitude statenrj^nts and having stu- 
dents react to thesestatements Examples of such statements ace. 

It's ok^y to trespass an their Fawn, they arenjt at home. 
There's a ^p coming, het's run • , 

Tliat kid took Pat's bike We should repoft the theft. t • ^ 

I cairget out of paying for'tbis I am a minor ^ ' " * 

Debafes ' - . i * . 

E very'fegj^r principle car\ be bebated effectively. However, debates are 
tirne cojisummg and fhe teacher should determine be(qre the practice is 
repeated yvhetteer the ^alue to the greatest number of participatmg and 
specta^oc students 15 worth the-tinrie spent in planntng,. conducting a«d 
evaluating the debate , • ' * * ^ 

' Homework Assignments* ♦ * / * o 

Teachers srfb^ld use differepl methods in making assignmients. Some- 
times teachers iwrght wapt to review the material with the class before 
making^^sfssi^nment and aifow students class time to work onlt. Other 
times teacher^ might^assign homework and offer only a brief explanation. 




ERIC ^ ^ . \ 92 



Tjeachers^need tO/evaluate* the methods being used by considering the 
abilitVof tly class and ks attitude toward homework. 

/. " • ' . ■ .. • •■ 

fEACHER Valuation * - 

By evaluat4pg one^s instruction, the teacher can effect changes which 
shoikd produce more effective teaching Unlike teachings skill subjects, 
such as typewriting, there are few objective criteria to evaluate both 
teaching and learning of business law- Therefore, busi^iess teachers need 
to recognize that a great deal of intangible learning does take place ^ 

Student Evaluation of Teaching 

Teachers often ask stud^^nts to evaluate the course and its progress 
Without signing their names. Students are asked to be frarhk and" open in 
their reactions This type of evaluation is not recommended for inexperi- 
enced teachers, as the students can be so frank as to easily affect a 
teather's confidence Students May be asked to evaluate i\]e use of tests, 
cases and other writings, teacher preparation,, presentation of subject 
mat^erflnd t eachin g methods - ^ 

Teacher Self-Eyaluation 

'Evaluation of his or her effectiveness as a teacher Is perh^ips more im- 
portant in the progress of class learning than the eValuation pf indivklual 
students. By evaluating such activity, the teacher can effect changes/ 
which will product more effective teaching. Many experienc^ and dedi- 
cated teachers evafuate tfteir procedures ^nd reactions to their classes 
yearly and keep such evaluation? on file for reference in'subsequent 
years. ' 

• There ar,e many other methods that the4:eacher should evaluate care- 
fully The process of evaluation should go-on continually from th^ first 
day the class.rneets to the last da^ of the course. 

OTHER AREAS OF EVALUATION . 

' ' ' *' ' ' ♦ * * . * • 

The means or techniques used in "teacfiing business law also are in . 
need of-evaluation. Some of the areas that should be e^iiluated are' ^ 

Speakers 

* ^Business law* lends itself to the i^e of a- number of Speakers who may » 
vary in effectiveness Most teachers keep a card file on available speak- 
ers, their acjUresses, telephone. numbers, tfie topic o? their expertise *and 

• their ^^lecnveness before a business law class. This Cisually is followed 
by a frank assessment of Vhe taflk ahd reaction of the students 
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Field Trips ^ 

. Business li\\v classes should take at* least ope educational iield trip 
Some classes visit municipal buildings, coorts ahd..e>ffTTrw-Tn the." court 
ho.use, law offices, real estate firms and local jails The number of lr?ps 
and their variety depends upon administrative procedures, availability of 
transportation and other factors For future reference, each class, trip 
should be evaluated carefully on its educational value and* the eval- 
uation shoLfld include the behavior of the student's involved apiH attitude 
those visited The following information shoifld be kept in j:he 
teacher's file ^late ot the field trip, number of students, where the trip, 
was taken, who arranged for the transportation, whom to ^contact next 
vear and comments'The commeat^ might read Keep the number-of stu- 
dents under 25 or have more adults Next ye'^i* provide students with 
check sheets Do not depend upon students 1o carry their notes Wfth 
them froQTi class discussion' • ^ 

Learning Activity Packets 

Learning activity packets can be used very effectj^v^fy m business law 
However, a teacher may spend much time coDslmc^'ng ;^ pmt otyp e of a 
learning activity p«ck^t only to find that it';s effectiveness is of minimal 
value in a real ^ttuation Such'packets may have to go through, several 
rev isions and teachers may tiave to scrap some pre-coh?eived strat^egies 
after \J5ing them with ^udents the fir*st time Teachers ^re ulged not to 
scrap a prortiising packet on its first or second try With proper analysis 
, and correction, many individual packets in business law may have educa- 
tional value Areas -where pac|<ets may be used successfully are con- 
tracts, leases, tort^, judicial s^ucture, wills and deeds 
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